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TRANSLATOR’S  PREFACE. 


The  address  here  translated  gives  a  brief  summary  of 
the  conclusions  of  a  recognized  authority  on  monetary 
questions  on  the  larger  and  more  general  aspects  of  the 
silver  situation. 

In  the  original,  the  chapters  are  not  numerically  des¬ 
ignated,  but  appear  under  the  following  heads : 

Der  gegemviirtige  Stand  der  Wahrungsfrage.  Vor- 
trag  gehalten  in  der  Gehe-Stiftung  zti  Dresden  am  t6. 
Februar 

An  hang. 

Nachivort. 

A  simple  numerical  designation  of  those  different  parts 
is  used  in  the  translation,  with  sub-titles  indicating  the 
topics  taken  up. 

The  address  which  forms  the  first  and  main  part  of 
the  publication  was  delivered  at  Dresden  in  February, 
1895,  refers  to  the  .situation  as  it  then  stood.  The 
changes  since  that  date  have  been  slight,  and  in  no  way 
affect  the  substance  of  the  arguments.  In  a  few  places 
brief  notes  have  been  added,  explaining  the  text,  or 
bringing  figures  more  nearly  to  date. 

While  .some  of  the  matter  in  the  later  parts  is  of  a 
controversial  nature,  and  refers  more  especially  to  the 
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mode  in  which  Professor  Lexis  gradually  reached  his 
present  views,  the  whole  is  believed  to  be  of  interest  to 
American  readers,  and  is  accordingly  reproduced  with¬ 
out  abridgement. 

JOHN  CUM  MINOS. 


THE  PRESENT  MONETARY  SITUATION. 


I. 

THE  PRESENT  MONETARY  SITUATION. 

In  1871  Germany  took  the  first  step  toward  the  re¬ 
form  of  her  currency  system — a  reform  at  that  time  so 
necessary  as  to  be  unavoidable — and  with  the  law  of 
July  9,  1873,  she  brought  the  great  work  through  to  a 
provisional  conclusion. 

Who  could  think,  however,  in  that  period  of  hope 
and  public  felicitation  over  the  creation  of  the  German 
Empire  that  the  work  of  reform  would  rest  under  this 
law,  and  that  it  would  remain  after  the  lapse  of  more  ' 

than  two  decades  as  incomplete  to-day  as  the  law  left  it 
then  ?  that  the  anticipated  change  to  a  gold  standard, 
pure  and  simple,  would  not  yet  be  altogether  accom¬ 
plished,  nor  silver  thrust  wholly  out  of  circulation  ? 

In  other  w’ords,  who  could  think  that  Germany 
would  still  find  unsolved  to-day  the  problem  of  deter¬ 
mining  her  monetary  standard?  Not  that  everyone 
took  so  optimistic  a  view  of  the  matter  at  that  time  as 
did  a  certain  minister  of  the  Prussian  government  who 
believed  the  reform  might  be  left  to  take  its  own  course. 

Many  expressed  their  fear  lest  the  adoption  of  the  gold 
standard  by  Germany  should  lead  to  an  appreciation  of 
gold,  and  some  few — Ludwig  Bamberger,  for  example,  : 
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a  leader  in  the  party  which  favored  gold  for  a  standard 
— ^saw  clearly  that  the  real  difficulty  lay  in  the  query, 
“Whither  with  the  silver?”  The  real  difficulty  lay 
here,  because  the  demonetization  of  silver  by  Germany 
alone  and  the  introduction  of  her  stock  of  that  metal  into 
the  world  market  for  sale,  might  very  conceivably  cause 
silver  to  fall.  No  one  held  it  within  the  range  of  pos¬ 
sibility,  however,  that  silver  should  depreciate  to  any¬ 
thing  like  the  extent  it  has  actually  done  .since  that 
time — not  alone,  surely,  nor  even  chiefly,  in  consequence 
of  German  monetary  legislation. 

The  extraordinary  fall  of  silver,  so  generally  unlookcd 
for  by  the  friends  of  currency  refonn,  was  the  check 
which  brought  the  work  to  a  stand  before  the  fulfillment 
of  the  original  plan.  As  early  as  1879,  when  silver  had 
lost  one-sixth  its  value — and  that,  too,  although  it  had 
formerly  been  subject  to  but  slight  fluctuations — the  im¬ 
perial  government  thought  it  wise  to  suspend  the  sale  of 
thalers,  since  on  .sales  at  the  rates  current  the  lo.ss  seemed 
too  great.  Besides  the  government  hoped  a  stronger 
and  steadier  market,  wherein  later  sales  of  silver  might 
be  made  to  better  advantage,  would  follow  thc.se  first 
bid.s.  This  hope,  like  that  which  led  the  United  States 
in  1878  to  undertake  the  coinage  of  silver  under  the  .so- 
called  Bland  act,  remained  tinfulfilled ;  and  that  is  how 
the  German  currency  system  to-day  happens  to  be  loaded 
down  with  a  balance  of  some  40x5,000,000  marks  ($100,- 
000,000)  in  thalers,  intrinsically  worth  at  present  barely 
half  what  they  were  worth  in  1879. 

Here,  then,  we  come  upon  one  of  the  evil  conditions 
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of  our  present  currency  system.  That  the  original  plan 
of  monetary  reform  should  not  have  been  carried  out, 
and  that  we  should  have  in  place  of  a  simple  gold  stand¬ 
ard  what  may  be  called  a  limping  double  standard — 
with  a  quantity  of  silver  in  circulation  rigidly  limited 
and  inelastic — would  have  been  in  itself  no  great  mis¬ 
fortune.  The  misfortune  is  that  the  silver  three-mark 
pieces  which  one  must  receive  at  face  value,  are  at  present 
intrin.sically  worth  but  one  mark  35  pfg.;  while  the 
whole  amount  of  such  coins,  nominally  4C)0,C)00,cxx) 
marks  ($100,000,000),  are  actually  worth  all  told  but 
180,000,000  marks  ($45,000,000).  To  this  must  be 
added  our  480,000,000  ($120,000,000)  of  small  silver 
coins,  which  are  even  more  overrated  than  the  thalers ; 
the  market  value  of  the  silver  in  these  coins  has  fallen 
to  194,000,000  marks  ($48,500,000). 

It  follows  that  the  silver  circulation  of  the  German 
Empire  involves  the  use  of  credit  to  the  extent  of  not  less 
than  506,000,000  ($126,500,000)  out  of  a  nominal  total 
of  880,000,000  marks  ($220,000,000).  Without  doubt 
the  credit  of  the  Empire  is  strong  enough  to  bear  this 
burden  and  even  a  further  increase  of  it ;  and  yet  for  all 
that  the  existence  of  such  a  mass  of  silver  circulating  at 
a  fictitious  value  might  become  a  very  serious  menace 
in  a  time  of  crisis — especially  in  event  of  a  protracted 
war,  when  it  might  be  needful  to  make  considerable  is¬ 
sues  of  paper.  The  framers  of  the  currency  law  of  1873 
would  surely  have  rejected  peremptorily,  as  altogether 
inconsistent  with  sound  monetary  principles,  any  sug¬ 
gestion  of  a  .subsidiary  silver  currency  actually  worth  but 
40  per  cent,  of  its  stamped  value. 
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One  danger  lurking  in  otir  monetary  system  we 
have  not  yet  encountered,  to  be  sure,  though  we 
have  good  cause  to  fear  it  under  present  conditions. 

I  refer  to  the  possibility  of  private  coinage,  or  illegal 
stamping,  of  silver  pieces  having  the  e.xact  legally 
prescribed  weight  and  fineness.  Sporadic  attempts 
at  this  sort  of  thing  have  been  made  in  Germany, 
but  none  of  any  great  significance,  even  had  they 
not  been  exposed  in  their  incipiency.  From  such  clan¬ 
destine  coining  serious  injury  can  result  only  if  it  be 
undertaken  on  a  large  scale,  and  with  the  aid  of  a  fair 
amount  of  capital.  The  development  within  the  country 
of  anything  of  this  sort  need  hardly  be  feared,  for  it 
would  almost  certainly  be  brought  speedily  into  public 
cognizance.  But  foreign  capitalists  of  easy  consciences 
might  feel  allured  to  an  operation  which  would  give 
their  silver  a  fictitious  value,  icxd  per  cent,  above  its 
market  value.  And  it  is  to  be  noted  that  such  private 
minting,  as  it  is  called,  where  the  pieces  are  full  weight 
and  of  foreign  stamp,  in  certain  countries  is  not  con¬ 
sidered  criminal.  The  same  danger,  of  course,  threatens 
other  countries  with  silver  in  circulation  overvalued. 
So  it  was  said  great  quantities  of  counterfeited  money 
turned  up  in  France  on  the  withdrawal  from  circulation 
of  the  Italian  subsidiary  coins ;  but  this  report  proved 
later  to  be  unfounded.  In  America,  however,  a  pretty 
considerable  amount  of  counterfeited  silver  dollars  have 
been  drawn  out  of  circulation  ;  and  recently  from  Spain 
has  come  an  announcement  of  similar  trouble,  with  the 
conjecture  that  several  millions  of  counterfeited  five- 
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pesata  pieces  have  been  introduced  into  that  country 
from  America  or  France.  Germany  should  then  look 
well  to  her  own  interests.  It  would  seem  worth  while 
at  least  to  forbid  the  importation  of  silver  coins  bearing 
the  German  stamp.  Russia  long  since  resorted  to  a 
similar  regulation  to  protect  her  outstanding  subsidiary’ 
silver,  which  from  the  first  has  been  highly  overvalued. 

The  decline  in  value  of  German  silver  mines,  the 
richest  in  all  Europe,  is  a  further  consequence  of  the 
decline  in  value  of  silver,  and  one  of  grave  import  for 
certain  districts  of  Germany.  With  her  united  product 
Germany  continued  to  rank  fourth  among  the  silver 
pro<lucing  countries,  even  after  the  opening  up  of  the 
Australian  mines ;  but  rather  more  than  half  the  pro¬ 
duct  of  German  furnaces  is  from  foreign  ores.  Taking 
account  of  silver  derived  from  German  mines  only,  the 
product  of  1892  amounted  to  212,000  kilogram.s,  and  for 
1893  to  198,000  kilograms.  Prior  to  the  fall  in  value 
of  silver  a  year’s  product  of  say  200,000  kilograms 
would  have  been  worth  36,000,000  marks  ($9,000,000), 
while  at  present  prices  it  brings  in  but  16,000,000  marks 
($4,000,000).  Here  is  a  loss  of  20,000,000  marks  ($5,- 
000,000)  which  makes  easily  comprehensible  the  diffi¬ 
culty  found  at  present  in  making  the  mines  of  Saxony 
and  Ilartz  pay  for  working. 

Outside  the  bounds  of  our  own  political  administra¬ 
tion,  we  see  one  consequence  of  the  depreciation  of  sil¬ 
ver  in  the  disturbance  of  the  rates  of  exchange.  Up  to 
the  time  when  depreciation  began  the  rates  of  e.x- 
changes  in  international  dealings  had  remained  almost 
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pesata  pieces  have  been  introduced  into  that  country 
from  America  or  France.  Germany  should  then  look 
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at  least  to  forbid  the  importation  of  silver  coins  bearing 
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similar  regulation  to  protect  her  outstanding  subsidiary 
silver,  which  from  the  first  has  been  highly  overvalued. 

The  decline  in  value  of  German  silver  mines,  the 
richest  in  all  Europe,  is  a  further  consequence  of  the 
decline  in  value  of  silver,  and  one  of  grave  import  for 
certain  districts  of  Germany.  With  her  united  product 
Germany  continued  to  rank  fourth  among  the  silver 
producing  countries,  even  after  the  opening  up  of  the 
Australian  mines ;  but  rather  more  than  half  the  pro¬ 
duct  of  German  furnaces  is  from  foreign  ores.  Taking 
account  of  silver  derived  from  German  mines  only,  the 
product  of  1892  amounted  to  212,000  kilograms,  and  for 
1893  198,000  kilograms.  Prior  to  the  fall  in  value 

of  silver  a  year’s  product  of  say  200,000  kilograms 
would  have  been  worth  36,000,000  marks  ($9,000,000), 
while  at  present  prices  it  brings  in  but  16,000,000  marks 
($4,000,000).  Here  is  a  loss  of  20,000,000  marks  ($5,- 
000,000)  which  makes  easily  comprehensible  the  diffi¬ 
culty  found  at  present  in  making  the  mines  of  Saxony 
and  Ilartz  pay  for  working. 

Outside  the  bounds  of  our  own  political  administra¬ 
tion,  we  see  one  consequence  of  the  depreciation  of  sil¬ 
ver  in  the  disturbance  of  the  rates  of  exchange.  Up  to 
the  time  when  depreciation  began  the  rates  of  ex¬ 
changes  ill  international  dealings  had  remained  almost 
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unvarying  between  those  countries  on  a  gold  basis, — 
England,  Germany,  France  and  the  United  States, — and 
those  on  a  silver  basis, — among  which  may  be  counted 
China,  India,  practically  Japan  and,  in  America,  Mexico 
with  several  states  of  lesser  consequence.  In  the  be¬ 
ginning  of  the  year  1870  the  Indian  rupee  was  quoted  on 
the  London  exchange,  with  slight  flnctnations,  at  about 
23  pence,  or  approximately  two  marks.  Since  1874, 
however,  the  rupee  has  tended,  with  incc.s.sant  and  at 
times  very  considerable  oscillations  up  and  down,  to  fall, 
and  now,  in  spite  of  efforts  made  since  1893  to  keep  nj) 
its  value  artificially,  it  has  sunk  to  12  or  13  pence.  The 
rate  of  exchange  for  the  Chinc.se  tael,  a  coin  solely  de¬ 
pendent  for  its  value  upon  the  price  of  silver,  has  fallen 
even  more  than  that  for  the  rupee.  During  the  last 
twenty  years  tho.se  countries  upon  a  silver  basis  have 
stood  in  relation  to  the  gold  standard  countries  in  the 
category  of  countries  issuing  a  depreciating  paper 
money.  The  uncertainty  in  western  countries  and  in 
countries  of  eastern  Asia,  as  to  the  value  of  the  metal 
iLsed  for  a  standard  naturally  has  led  to  a  further  uncer¬ 
tainty  in  determining  the  value  of  the  important  com¬ 
mercial  products  offered  in  the  course  of  foreign  tradic 
by  these  countries.  Accordingly  in  the.se  exchanges 
there  has  always  been  the  chance  of  illegitimate  gains 
and  losses  for  all  parties  concerned — a  feature  of  the 
trade  which  has  proved  injurious  to  legitimate  bn.sine.ss 
undertakings  where  speculative  risks  are  avoided. 

What  has  long  since  been  noted  as  true  of  lands  on  a 
paper  basis,  is  clearly  seen  to  be  true  here  also ;  namely. 


The  Present  Monetary  Situation.  225 

that  any  rise  or  fall  in  the  country’s  monetary  standard, 
which  makes  its  appearance  first  in  foreign  exchanges, 
by  no  means  extends  itself  at  once  thronghont  the 
length  and  breadth  of  the  country.  The  purchasing 
power  of  the  money  as  regards  home  products  and  labor 
in  the  home  market  is  not  immediately  affected.  On 
the  contrary,  it  is  found  that  changes  in  the  purchasing 
power  of  the  money  at  home  lag  far  behind  any  changes 
in  foreign  rates  of  e.xchange.  Especially  in  the  case  of 
a  continuous  depreciation  of  the  standard  metal,  the 
currency  may  maintain  within  the  country  for  a  long 
time  a  purchasing  power  considerably  higher  than  is 
warranted  by  the  rate  of  foreign  exchange.  When  the 
depreciation  of  the  metal  ceases,  a  gradual  adjustment 
of  rates  and  prices  within  the  country  may  be  e.xpected. 
The  time  required  for  the  completion  of  this  internal  re¬ 
adjustment  varies.  Where  the  population  is  great,  or 
business  intercourse  within  the  country  backward  and 
primitive,  or  the  economic  status  of  the  country  low, 
the  process  is  protracted.  If  as  a  further  embarrassment 
the  country  contracts  foreign  debts  to  any  considerable 
extent,  and  must  transfer  through  the  medium  of  goods 
exported,  large  sums  each  year  in  payment  of  interest 
charges  and  other  obligations,  the  divergence  of  foreign 
rates  and  domestic  prices  is  likely  to  develop  anew  at 
any  time ;  and  this  divergence  compels  the  debtor 
country,  since  its  own  circulating  medium  cannot  be 
used  in  making  foreign  payments,  to  crowd  foreign  mar¬ 
kets  with  its  home  products  until  it  can  get  the  disposal 
of  an  amount  of  foreign  money  sufficient  to  settle  its 
foreign  obligations. 
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The  above  specified  conditions  undoubtedly  exist  in 
British  India.  Here  is  a  country  with  a  population  of 
290,000,000,  in  an  extremely  primitive  stage  of  civiliza¬ 
tion, — except  for  an  insignificant  minority  of  the  popu¬ 
lation, — where  consequently  the  laborers  get  on  with  the 
lowest  wages  conceivable.  The  circulation  of  money  is 
slow,  and  a  very  great  portion  of  the  mass  of  silver 
brought  into  the  country  year  in  year  out,  always  dis¬ 
appears  in  the  millions  of  little  private  hoards,  and 
can,  therefore,  have  absolutely  no  effect  upon  trade  and 
prices.  Finally,  the  Indian  government  has  to  pay 
yearly  sixteen  to  seventeen  million  pounds  sterling  in 
the  form  of  interest,  pensions,  and  like  remittances  to 
London.  Therefore,  in  my  opinion  it  is  also  an  inevit¬ 
able  consequence  that  the  purchasing  power  of  the  rupee 
in  India,  when  offered  in  exchange  for  products  and 
labor,  should  be  more  nearly  what  it  was,  and  should 
not  have  fallen  to  anything  like  the  same  extent  that 
it  has  fallen  in  relation  to  gold.  The  statistics  of  prices 
in  India  furni.sh  a  sufficient  verification  of  all  this,  pro¬ 
vided  inferences  drawn  from  these  statistics  be  carefully 
made,  with  circumspection  and  full  allowance  for  the 
manifold  factors  at  work  in  the  formation  of  prices. 

When,  for  example,  the  Indian  merchant  in  London  re¬ 
ceives  for  one  hundred-weight  of  cotton  in  England  25 
shillings,  and  exchanges  these,  at  the  current  rate  of  not 
quite  13  pence  in  the  rupee,  for  23  rupees,  the  transac¬ 
tion  yields  him  a  greater  profit  than  a  similiar  transac¬ 
tion  would  have  done  in  1872.  In  1872  the  rupee  was 
worth  23  pence  and  the  same  prices  for  cotton  held  in 
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England  ;  then  a  similar  transaction  would  have  yielded 
the  merchant  but  13  rupees.  So,  even  if  the  prices  of 
necessities  and  the  wages  of  labor  in  India,  owing  to  the 
decline  in  the  value  of  silver,  had  actually  risen  since 
1872,  10  or  12  percent,  reckoned  in  rupees,  it  would 
still  be  true  that  the  23  rupees  to-day  would  possess  a 
very  considerably  greater  purchasing  power  than  the  13 
rupees  did  then.  Hence  the  Indian  producer  can  better 
bear  the  present  unusually  low  price  of  cotton  than  can 
the  American  producer,  who  must  pay  wages,  living  ex¬ 
penses  and  other  costs  in  gold  or  in  some  form  of  credit 
money  equivalent  to  gold.  Since  the  Indian  product 
must  be  subjected  to  the  severe  competition  of  the 
world  market,  the  .seller  by  no  means  as  a  general  rule 
obtains  an  nnnsally  high  rate  of  profit,  or  premium  on 
export ;  but  he  is  enabled  by  the  favorable  rates  of  ex¬ 
change  to  procure  sales  through  a  lowering  of  his  price, 
and  still  make  the  normal  rate  of  profit,  while  his  com¬ 
petitor  reckoning  on  a  gold  basis  can  under  the  same 
scale  of  prices  perhaps  no  longer  cover  cost  of  produc¬ 
tion.  So,  as  one  consequence  of  the  decline  in  value  of 
silver,  the  price  of  this  article  of  commerce,  which  is 
extensively  produced  in  India  and  in  other  silver  stan¬ 
dard  countries,  is  forced  down. 

To  obtain  cotton,  jute,  spices,  tea,  and  other  pro¬ 
ducts  peculiar  to  Eastern  Asia  as  cheaply  as  possi¬ 
ble,  is  clearly  desirable  and  to  the  great  advantage 
of  European  nations ;  but  along  with  other  products 
from  India  we  get  wheat,  and  competition  here 
adds  to  the  embarrassment  of  European  husbandry. 
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European  cultivators  believe  they  find  here,  in  the 
fall  of  silver  and  in  the  consequent  effects  of  that 
fall  on  the  monetary  standard  of  India  and  on  forei'^n 
exchanges,  a  chief  cause  of  their  distress.  And  this 
view  of  the  case  receives  some  justification  from  what 
has  just  been  .said ;  the  introduction  of  Indian  wheat  in¬ 
to  Europe  has  in  some  measure  been  favored  by  the  de¬ 
preciation  of  silver.  But  the  influence  of  this  circum¬ 
stance  upon  the  range  of  prices  in  the  world  market 
must  not  be  overestimated.  In  compari.son  with  other 
factors  that  should  be  taken  into  consideration,  it  is 
relatively  unimportant,  as  is  shown  by  the  moderate 
proportion — approximately  i:9or  i:io — which  represents 
the  e.xtcnt  to  which  India  is  on  the  average  concerned 
in  the  total  importation  into  Europe  of  wheat.  IIov; 
little  responsible  the  monetary  standard  and  the  rates  of 
exchanges  are  for  the  total  e.xport  of  Indian  wheat,  is 
shown  bysome  recent  figures.  In  the  fiscal  year  ending 
on  the  31st  of  March,  1H93,  the  e.xport  of  wheat  was 
greater  than  ever  before  in  any  one  year,  amount¬ 
ing  to  30.3  million  quintals,  although  in  this  year  the 
price  of  silver  stood  higher  than  in  the  fiscal  year 
1889-90,  and  higher  than  it  stood  in  the  two  years  pre- 
vion.s.  Again,  the  export  of  wheat  sank  in  1892-3  to 
15,000,000  quintals,  less  than  half  the  export  of  the  year 
previous,  although  the  depreciation  of  silver  in  that 
year  brought  silver  down  to  a  point  never  reached  be¬ 
fore. 

The  real  explanation  of  the  movement  in  prices 
during  this  period  is  found  in  the  almost  universally 
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poor  harvests  of  1891,  and  in  the  very  rich  harvests  fol¬ 
lowing  ;  together  with  the  new  imports  of  wheat  from 
Argentine,  which  of  late  years  have  been  increasing  so 
rapidly.  One  is  not,  however,  warranted  in  concluding 
from  this  that  the  decline  in  the  exchange  value  of  the 
rupee  has  exercised  no  indnence  over  the  European  price 
of  wheat.  Obviously  one  may  .say  that  India  in  1892- 
93  would  have  been  able  to  sell,  in.stead  of  15,- 
000,000,  perhaps  not  more  than  10,000,000  quintals 
of  wheat,  or  still  less,  if  the  rupee  had  been  worth 
its  former  price  in  gold.  Hence  the  decline  in  prices  to 
a  certain  e.xtcnt,  if  to  no  great  e.xtent,  is  attributable  to 
the  depreciation  of  silver. 

At  the  Asiatic  end  of  the  exchange,  however,  the 
above  condition  of  affairs  works  as  a  hindrance  in  the 
natnral  course  of  commerce  between  Europe  and  eastern 
.Asia.  The  mass  of  the  population  of  India  and  China 
arc  not  able,  since  their  wages  have  not  risen  to  the 
extent  that  the  gold  value  of  silver  has  fallen,  to  pay 
much  more  in  silver  now  than  formerly  for  Enropean 
article.s,  and  the.se  .same  or  but  .slightly  increased  prices 
in  silver  bring  in  a  mnch  smaller  amount  of  gold  now 
than  formerly.  The  h'nropcan  manufacturer  must  con¬ 
tent  him.sclf  now  v.dth  decidedly  lower  gold  prices  for 
his  wares  .sold  in  India  and  China;  or  if  he  will  not  or 
cannot  submit  to  this  reduction  in  prices,  he  must  put 
up  with  a  considerable  lc.s.scning  of  his  sales,  if  not  with 
an  entire  ccs.sation  of  them. 

Some  English  observer  may  urge  the  contrary ; 
briefly,  that  the  quantity  of  English  cotton  goods 
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sent  to  India  since  the  beginning  of  the  year  1870, 
when  silver  first  began  to  depreciate,  has  markedly 
increased.  As  a  matter  of  fact,  however,  the  quan¬ 
tity  of  cotton  goods  sent  into  India  has  during  the 
last  few  years  been  notably  less  than  it  was  about 
the  middle  of  the  last  decade,  and  to  a  great  extent  the 
falling  off  comes  from  the  diminished  gold  values  of  the 
commodities  sent.  The  prosperity  of  the  Indian  mer¬ 
chant  is,  however,  not  to  be  judged  by  the  amount  of 
goods  sold,  but  solely  by  the  prices  obtained.  In  the 
exportation  of  commodities  to  eastern  Asia,  England 
now  certainly  takes  the  lead  ;  but  a  very  small  portion 
of  Germany’s  exports  find  their  way  into  that  quarter  of 
the  globe.  English  competition,  however,  becomes 
more  sensitive  to  the  presence  of  German  wares  in  other 
markets,  even  in  the  home  market,  as  it  is  forced  to 
retire  from  the  markets  of  India  and  China ;  and  in 
these  distant  countries  the  market  for  iCuropean  wares 
bids  fair  in  the  future  to  become  more  restricted,  owing 
to  the  rise  and  growth  in  them  of  European  industries, 
run  by  European  help.  In  India  already  a  fair  start 
along  this  line  has  been  made.  Here  again,  however, 
one  would  not  be  warranted  in  attributing  the  unfavor¬ 
able  state  of  the  market  in  eastern  Asia  either  altogether 
or  even  to  any  great  extent  to  the  depreciation  of  silv’cr. 
More  than  anything  else  the  .sharp  play  of  world-wide 
competition,  together  with  improvements  in  production 
and  a  lowering  of  the  cost  of  transportation,  is  here,  as 
elsewhere,  at  bottom  the  cause  of  the  considerable  decline 
in  silver  prices  of  cotton  goods  brought  to  India.  The 
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depreciation  of  silver  has  surely  been  one  factor  working 
to  lower  prices  in  eastern  Asia  relatively  to  European 
prices ;  but  by  no  means  the  most  important  or  the  de¬ 
cisive  one. 

Up  to  this  point  I  have  concerned  myself  with  some 
of  the  injurious  consequences  which  seem  to  me  to  be 
bound  up  with  the  demonetization  of  silver  by  the  great 
powers,  in  so  far  as  this  action  on  their  part  may  be  re¬ 
garded  as  a  chief  cause  in  the  enormous  depreciation  of 
silver.  I  hope  these  evils  may  be  overcome  in  the 
natural  course  of  the  world’s  economy.  But  I  find  no 
cure-all  for  them  in  bimetallism,  as  it  is  called,  or  in  an 
international  double  standard.  When  bimetallists  bring 
grave  charges  against  the  gold  standard,  I  for  one  en¬ 
tirely  dissent  from  their  opinion.  They  wish  to  load 
upon  the  gold  standard  the  chief  blame  for  the  business 
depression  which  without  doubt  has  followed  the  undue 
development  of  speculation  in  1890.  The  strong  down¬ 
ward  movement  of  prices  of  almo.st  all  the  great  com¬ 
mercial  products,  they  would  have  ns  believe,  is  due  not 
at  all  to  overproduction,  not  at  all  to  the  cheapening  of 
the  cost  of  production  and  of  transportation,  not  at  all  to 
the  opening  up  of  new  lands  with  large  wastes  of  virgin 
soil,  but  is  caused  by  an  appreciation  inherent  in  gold 
itself.  Gold  cannot,  they  saj',  without  a  considerable 
appreciation  in  value,  as  a  money  metal  fulfill  all  the 
uses  which  formerly  gold  and  silver  together  .served ; 
the  appreciation  of  gold  reflects  itself  plainly,  so  it  is 
thought,  in  the  falling  prices  of  commodities. 

It  cannot  by  any  means  be  urged  to-day,  however. 
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that  the  entire  function  of  serving  as  money  has  been 
thrown  upon  gold  alone.  With  the  exception  of 
England,  all  the  countries  on  a  gold  basis  have  still  in 
circulation  vast  quantities  of  silver  money.  Germany,  as 
has  been  already  noted,  has  at  least  400  million  marks 
in  thalers  ($100,000,000);  France  and  the  other  states 
of  the  Latin  monetary  union,  about  three  milliards  in 
five-franc  pieces  ($600,000,000) ;  Holland  has  retained 
its  entire  silver  currency  in  spite  of  the  introduction  of 
the  gold  standard,  as  has  also  Austro-Hungary ;  and 
Spain,  during  the  years  from  1876  to  1892,  coined  641,- 
000,000  francs  in  fivc-pesata  pieces  ($128,200,000). 
Above  all,  the  United  States  coined  in  the  years  187S  to 
1890,  the  enormous  sum  of  $416,000,000,  or  1,750,000,- 
000  marks,  under  the  Bland  bill,  and  in  the  years  1890  to 
1893,  under  the  Sherman  act,  it  issued  in  addition  $151,- 
000,000  in  treasury  notes,  covered  by  silver  purchased  iti 
exchange  for  them,  and  so  equivalent  to  a  further  coinage 
of  silver  to  the  full  amount  of  the  notes  issued.  It  must 
be  borne  in  mind,  further,  that  the  coinage  of  silver  in 
India,  down  to  June  26,  1893,  was  entirely  unchecked, 
and  continued  at  the  rate  of  130  to  140  millions  of  marks 
($32,500,000  to  $35,000,000)  a  year — reckoning  silver  at 
its  original  value  ;  that,  furthermore,  at  the  pre.scnt  time 
this  metal  is  preferred  to  gold,  and  demanded  in  great 
quantities  as  a  money  metal  in  China  and  Japan.  The 
use  of  silver  as  a  money  metal  has  then  clearly  been  lim¬ 
ited  geographically  through  German  monetary  reform 
legislation  and  the  cessation  of  the  coinage  of  silver  by 
other  European  states  ;  but  silver  has  by  no  means  been 
thereby  entirely  discarded. 
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Statistics  seem  rather  to  show  that  in  the  world  at 
large  there  has  never  been  a  time  when  the  average 
yearly  coinage  of  silver  has  been  so  great  as  it  has  been 
in  the  two  decades  following  the  German  currency  law 
of  1873.  Only  since  the  cessation  of  coinage  in  India,  in 
June,  1893,  and  since  the  repeal  in  November  of  the  same 
year,  of  the  *Sherman  act  in  America,  has  one  really 
been  able  to  speak  of  silver  as  demonetized ;  for 
prior  to  these  aets  the  demonetization  remained  an 
unaccomplished  fact.  The.sc  acts,  however,  which 
caused  a  fall  in  the  price  of  silver  from  38  to  27 
pence,  had  no  influence  worth  mentioning  npon  the 
business  depression  which  had  already  set  in.  In  the 
Slimmer  of  1893,  the  United  States  was  suffering  under 
the  stre.ss  of  a  .severe  commercial  crisis,  from  the  effects 
of  which  she  has  not  yet  entirely  recovered,  and  the 
Sherman  aet  was  repealed  because  it  was  held  to  be  re¬ 
sponsible  for  the  hard  time.s.  With  regard  to  the  United 
State.s,  the  question  I  have  often  pnt  to  tho.se  who  de¬ 
fend  the  notion  that  gold  has  undergone  an  appreciation 
peculiar  to  itself — and  I  have  never  yet  had  the  question 
.satisfactorily  answered — is  this:  How  has  it  been  pos¬ 
sible  that  the  United  State.s,  which  from  1878  to  1893 
created  more  .silver  coins  or  silver  notes,  than  all  the 
European  states  taken  together  in  an  equal  period  of 
years  from  1873,  and  more  than  the  United  States  would 
have  been  able  to  coin  under  a  general  international 
system  of  bimetallism  (.since  other  states  would  under 
such  a  system  have  obtained  a  larger  share),  how  has  it 
been  possible  that  the  United  States,  which  itself  pro- 
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duces  yearly  in  addition  to  the  above  snni,  140,000,000 
to  150,000,000  marks  ($35,000,000  to  $37,500,000)  in 
gold,  and  coins  a  correspondingly  great  sum,  and  which 
besides  all  this  has  in  circulation  $346,000,000  of  United 
States  legal  tender  notes  left  over  from  the  paper  issue  of 
the  late  war,  how  has  it  been  possible  that  the  United 
States  with  a  double  standard  actually  in  operation,  and 
an  abundance  of  monetary  mediums  of  exchange,  has  suf- 
ered  a  business  depression  as  great  as,  perhaps  even 
greater  than,  the  one  brought  about  in  Europe  professed¬ 
ly  through  the  gold  standard  ?  and  that  prices  of  com¬ 
modities  in  America,  in  spite  of  the  protection  given  the 
home  market  through  high  tariff  duties,  have  constantly 
exhibited  the  same  movement  downward  as  is  found  to 
have  taken  place  in  Europe?  Is  it  not  then  quite  evi¬ 
dent  that  a  movement  of  prices  in  the  countries  of  two 
continents  having  such  widely  differing  monetary  stand¬ 
ards,  a  movement  displaying  the  same  variations,  must 
have  other  causes  than  the  demonetization  of  silver, 
which  had  taken  place  in  America  only  very  recently  and 
which  for  that  matter  has  not  prevented  the  continuance 
in  circulation  down  to  the  present  time  of  $567,000,000 
(2,380,000,000  marks)  in  silver  money  circulating  at  its 
full  nominal  value? 

But  how  about  the  alleged  scarcity  of  gold  in  those 
European  states  actually  on  a  gold  basis,  even  if  in  cer¬ 
tain  of  these  countries  the  gold  standard  has  not  yet 
been  in  every  respect  fully  perfected  ?  That  financially 
disturbed  states,  and  those  states  much  indebted  to 
foreign  countries  are  not  in  condition  to  secure  for  them- 
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selves  gold  in  the  quantities  wished  for,  nor  to  retain  it 
when  secured  within  the  country,  is  as  little  kept  in 
mind  here  as  the  fact  that  a  private  person  of  uneconom¬ 
ical  habits,  or  one  who  for  any  other  reason  has  suffered 
a  loss  of  property,  may  find  that  the  flow  of  gold  and  the 
flow  of  money  out  of  his  cash-box  take  place  together. 
When  in  connection  with  the  question  of  a  monetary 
standard  the  scarcity  of  gold,  or  need  of  it,  is  taken  into 
consideration,  the  point  of  view  taken  is  always  that  of 
public  economy,  and  one  not  commonly  taken  in  judging 
private  affairs :  the  lowering  of  general  prices  is  accord- 
ingly  quite  explained  as  the  result  of  an  insufficient 
supply  in  the  community  of  the  mediums  of  exchange. 

Can  it  now  be  said  that  any  insufficiency  of  currency 
exists  in  those  states  whose  finances  are  in  a  normal 
condition,  in  England,  Germany,  or  France?  Germany 
possesses  to-day  in  gold,  and  in  silver  money  depending 
upon  gold  for  its  nominal  value,  an  amount  of  metallic 
money  double  the  amount  of  silver  which  it  had  at  the 
beginning  of  its  monetary  reform,  when  its  circulation 
was  almost  exclusively  of  silver,  and  this  too,  although 
the  population  has  increased  meanwhile  only  from 
40,000,000  to  50,000,000,  and  although  the  check  sys¬ 
tem,  which  makes  possible  a  very  great  saving  in  the 
circulation  of  money,  has  been  extensively  developed 
within  this  same  period.  The  reserve  of  the  Reichsbank 
has  risen  to  1,100,000,000  marks  ($275,000,000),  and  of 
that  sum  there  are  certainly  more  than  600,000,000 
($150,000,000),  perhaps  700,000,000  marks  ($175,000,- 
000)  in  gold ;  the  note  issue,  however,  at  the  end  of  the 
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month  of  January  amounted  to  54,000,000  marks  ($13,- 
500,000)  less  than  the  reserve.  In  the  Bank  of  England 
an  exce.ss  of  reserve  over  and  above  the  note  circulation 
has  become  a  chronic  condition  since  the  beginning  of 
the  year  1893,  and  in  June,  1894,  the  surplus  reached 
the  extraordinary  sum  of  14,000,000  pounds  sterling, — 
more  than  280,000,000  marks  ($70,000,000), — while  at 
the  same  time  the  banking  reserve  stood  at  39,500,000 
pounds,  a  sum  never  before  equalled.  This  coin  balance, 
it  is  true,  had  fallen  by  the  beginning  of  this  year  about 
7,000,000  pounds  sterling.  At  pre.sent,  however,  it 
amounts  to  36,750,000  pounds,  and  is  still  about  12,000,- 
000  pounds  greater  than  the  total  note  circulation.  In 
France  also,  throughout  1894  the  gold  reserve  of  the 
bank  was  on  the  increase,  and  on  the  7th  of  P'ebruary  it 
had  reached  the  unprecedented  sum  of  2,141,000,000 
fraucs  ($428,200,000).  There  must  be  added  to  this  a 
balance  of  1,236,000,000  francs  in  silver  coin  ;  so  that 
the  total  reserve  is  about  3,400,000,000  francs  ($680,000,- 
000),  and  of  the  notes  in  circulation  all  but  about 
seven  per  cent,  are  covered  by  this  metallic  reserve. 
Moreover,  gold  is  not  at  all  held  back  by  these  bar.ks, 
since  the  notes  are  actually  and  unconditionally  re¬ 
deemable  in  gold,  and  are  offered  to  the  public  when 
the  conditions  of  credit  are  favorable.  The  official 
rate  of  discount,  by  the  year  or  day,  has  stood  at  the 
lowest  point,  and  in  the  open  market  of  Berlin  and 
Frankfort  has  ranged  from  i  to  i^,  while  in  London  it 
has  fallen  below  i  per  cent.  Penally,  there  has  been 
withheld  and  shut  up  within  the  government  treasuries 
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and  bank  vaults  of  certain  countries  having  a  paper 
standard,  legally  so  established  or  actually  so  in  opera¬ 
tion, — in  Russia,  Austria,  and  Italy, — ^gold  amounting 
to  more  than  two  milliards  of  marks  ($500,000,000) ; 
these  hoards  have  not,  however,  hindered  the  amassing 
of  gold  in  the  vaults  of  the  great  central  banks,  as  stated 
above. 

Nor  can  it  be  said  in  a  more  popularly  economic 
sense  that  there  is  a  scarcity  either  of  gold  or  of  money 
in  countries  with  a  metallic  standard.  The  Bank  of 
France  alone  would  be  able  to  advance  the  entire 
amount  of  the  recent  .\mericau  loan  in  gold,  and  still 
leave  her  reserve  at  a  point  considered  heretofore  in- 
creditably  high.*  Nevertheless  one  is  justified  in  saying 
that  the  accumulation  of  these  enormous  sums  in  the 
bank  vaults  of  Europe,  together  with  the  existing  in¬ 
significant  demand  for  notes,  is  a  cheerless  symptom  of 
economic  stagnation,  brought  about  in  its  turn  by  low 
prices.  Stagnation  is,  therefore,  the  cause  of  the  super¬ 
fluity  of  idle  money.  No  one  can  assert  the  contrary, 
that  it  is  scarcity  of  money  which  has  caused  stagnation. 

Finally,  by  way  of  taking  away  the  last  bit  of  stand- 

*  That  Americans  have  recently  found  difficulty  in  placing  their 
new  loans  [the  bond  syndicate  loan  of  1S95]  even  at  a  rate  of  almost 

per  cent.,  is  in  itself  no  evidence  of  a  scarcity  of  gold,  but  is  a 
consequence  of  the  headstrong  refu.sal  of  the  silver  men  to  permit  the 
issue  of  bonds  expressly  promising  to  pay  interest  and  principal  in 
gold.  With  such  bonds  they  might  easily  have  obtained  from  Europe 
|ioo,ooo,ooo  in  gold  at  3  per  cent.,  without  any  opposition  whatever 
on  the  part  of  the  banhs,  at  that  time  overloaded  with  the  metal.  A 
"coin”  bond,  however,  imposed  a  risk  which  must  be  offset  by  a 
higher  rate  of  interest. 
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ing  ground  from  under  the  appreciation-of-gold  theory, 
we  need  only  glance  at  developments  during  the  last 
few  years  in  the  gold  mining  industry.  The  fall  in 
general  prices  has  never  been  so  marked  as  in  the  years 
from  1891  to  1895 ;  never  have  the  index  figures  calcu¬ 
lated  by  the  English  Economist  for  determining 
price  fluctuations  stood  so  low  as  at  the  end  of  1894. 
Yet  the  world’s  production  of  gold  has  increased  year  by 
year  very  considerably  since  1888,  and  in  189:}.  it 
amounted  approximately  to  720,000,000  marks  ($180,- 
000,000) — not  taking  into  account  the  product  of  the 
Chinese  Empire,  an  unknown  quantity.  This  is  more 
than  150,000,000  marks  ($37,500,000)  above  the  average 
yearly  production  during  the  last  fifty  years,  which  has 
been  a  period  of  great  productiveness  in  California  and 
Australia.  If  we  suppose  an  industrial  consumption  of 
money  each  year  amounting  to  300,000,000  marks 
($75,000,000), — which  is,  however,  placing  that  con¬ 
sumption  perhaps  some  20,000,000  ($5,000,000)  too 
high, — the  balance  of  gold  serving  for  monetary  uses 
in  the  civilized  world  has  increased,  during  the  years 
from  1891  to  1894,  approximately  more  than  1,200,- 
000,000  marks  ($300,000,000),  while  general  prices 
have  continued  steadily  downward.  Neither  has 
the  new  supply  of  gold  in  any  way  operated  as  a 
stimulus  in  the  business  world  at  large;  it  has  only 
served  to  increase  the  stores  of  gold  lying  idle  in  the 
cellars  of  the  banks.  This  is  one  more  striking  proof  of 
the  fact,  which  in  other  ways  is  sufficiently  borne  out — 
even  if  it  is  often  not  very  obvious, — that  an  increase  in 
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the  quantity  of  money  is  not  by  any  means  sufficient  in 
itself  to  exercise  any  direct  influence  over  prices ;  that 
these  depend  much  more,  in  the  first  instance  solely, 
upon  economic  forces  and  conditions,  while  the  quantity 
of  money  here  plays  as  it  were  only  a  formal  role.  If 
the  real  conditions  necessary  for  a  rise  in  general  prices 
be  present,  then  to  be  sure  an  abundant  supply  of  money 
may  strengthen  this  movement ;  and,  on  the  contrary,  a 
deficiency  of  money  may  increase  the  intensity  of  the 
crisis,  and  of  the  effects  of  the  crisis  upon  prices. 

This  .secondary  role  played  by  money  in  the  deter¬ 
mination  of  prices,  must  be  borne  in  mind  by  one  who 
would  pa.ss  judgment  upon  bimetallism.  In  the  opinion 
of  those  who  oppo.se  the  use  of  gold  as  a  standard,  bi¬ 
metallism  promises  to  bring  relief  from  all  the  evils 
which  have  sprung  or  arc  alleged  to  have  spning  from 
the  demonetization  of  silver.  I  do  not  by  any  means 
oppose  chiefly  the  bimetallic  theory  as  such :  further¬ 
more,  I  realize  that  a  ratio  determining  the  value  of  the 
two  precious  metals,  and  adopted  by  all  the  great  powers, 
including  England — provided  this  ratio  did  not  differ 
greatly  from  the  ratio  arising  from  the  conditions  of  pro¬ 
duction  of  the  two  metals — might  under  free  coinage 
maintain  both  metals  in  trade,  so  long  as  fluctuations  in 
values  were  very  moderate.  I  believe  even  from  a 
theoretical  standpoint  that  the  old  French  ratio  of 
1:15^  might  be  now  re-e.stabli.shcd  and  maintained  by 
such  a  bimetallic  federation,  provided  the  conditions  of 
production  were  now  what  they  were  in  the  beginning 
of  the  decade  1880-90.  This  appears  to  me  to  be  con- 
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ceivable,  because  up  to  that  year  there  had  beeu  pro¬ 
duced  of  the  two  metals  tog-ether  about  900,000,000 
marks  ($225,000,000)  a  year,  and  of  each  011  the  basis 
of  the  old  ratio  about  equal  quantities.  These  condi¬ 
tions,  however,  do  not  now  exist ;  the  amount  of  silver 
alone  produced  in  1893  equalled,  according  to  its  former 
value,  900,000,000  marks  ($225,000,000),  while  in  the 
same  year  the  amount  of  gold  produced  equalled  about 
620,000,000  marks  ($155,000,000).  Now  it  is  true 
that  the  quantity  of  gold  produced  is  on  the  in¬ 
crease  ;  it  may  perhaps  in  this  present  year  ri.se  to 
750,000,000  marks  ($187,500,000),  and  maintain  itself 
on  an  average  for  several  years  at  this  point.  It  is 
not  to  be  expected,  however,  that  it  could  ever  come 
near  equalling  the  increase  in  the  production  of  sil¬ 
ver  which  would  probably  follow  the  re-establish- 
ment  of  the  former  value  of  this  metal  in  gold. 
It  is  true  that  less  silver  was  produced  in  1894 
than  in  1893  and,  should  present  prices  continue,  1 
should  not  marvel  to  see  the  amount  produced  fall  from 
5  million  kilos  gradually  to  4,  perhaps  even  to  3  million 
kilos.  So  soon,  however,  as  the  former  price  of  180  marks 
($45)  per  kilogram  should  be  re-established,  a  very  con¬ 
siderable  increase  in  the  amount  produced  might  be  ex¬ 
pected  surely  to  follow ;  aud  with  a  long  continuance  of 
this  price  the  amount  produced  might  increase  to  6  mill¬ 
ion  kilos,  perhaps  even  to  a  greater  amount.  The  exam¬ 
ination  of  geological  experts  in  the  Silver  Commi.ssion' 
has  confirmed  the  opinion  that,  when  the  e.xtraordinarily 
rich  upper  veins  of  silver,  the  so-called  silver  lodes,  h.avc 

*  Of  Germany,  in  1894. 
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been  more  or  less  rapidly  exhausted,  the  quantity  of 
silver  ore,  relatively  of  small  value  at  present,  will  then 
constitute  a  source  of  supply  practically  inexhaustible; 
a  source  from  which  each  year  a  quantity  of  silver  may 
be  taken  increasin?^  as  the  effort  made  to  obtain  it  in¬ 
tensifies,  as  the  technical  means  of  production  and 
metallurgic  processes  employed  improve,  as  the  resources 
of  Mexico,  Peru,  Bolivia  and  other  American  countries 
are  unlocked  through  the  further  extension  of  railways, 
and  especially  as  foreign  capital  finds  its  way  more  and 
more  into  these  countries.  All  these  conditions,  neces¬ 
sary  for  a  great  production  of  silver  would,  however,  be 
created  should  the  price  rise  again  to  60  pence.  At  that 
price  American  mines  of  average  fertility,  worked 
hitherto  at  a  production  cost  of  30  pence  per  ounce, 
would  have  in  prospect  enormous  dividends.* 

'  It  is  evidently  a  complete  non  sequitur  for  one  to  argue  that  since 
the  fall  in  the  price  of  silver  has  been  accomplished  by  an  increase  in 
production — a  consequence  chiefly  of  technical  improvements  and  of 
a  lessened  production  cost — so  on  the  other  hand  would  a  rise  in 
prices  under  bimetallism  cause  a  limiting  of  the  amount  protluced. 
Rather  would  working  of  silver  mines  be  pushed  on  with  new  vigor 
to  their  extreme  capacity  when  the  danger  of  overproduction  no 
longer  acted  as  a  check,  and  when  silver  in  quantities  to  suit  the  pro¬ 
ducer  might,  at  the  mint,  be  converted  into  money  at  a  flxed  rate. 
Every  pound  of  silver  left  in  the  earth  longer  than  was  absolutely 
necessary  would  then  be  so  much  buried  money — causing  a  loss  of  in¬ 
terest.  So  also  if  raw  gold  exchanged  for  a  sum  greater  than  its  cost 
of  production,  it  would  be  sought  everywhere  with  the  greatest  pos¬ 
sible  activity  and  industrial  effort.  A  state  monopoly  of  silver  mining 
might,  indeed,  keep  production  within  the  desired  narrow  limits,  but 
in  the  German  Silver  Conimi.ssion  the  representatives  of  all  parties 
concurred  in  the  opinion  that  any  such  regulation  as  would  be  neces¬ 
sary  for  the  accomplishment  of  this  purpose,  on  a  universal  inter¬ 
national  basis,  was  quite  impracticable.  One  cannot  judge  correctly 
the  condition  of  affairs  in  the  United  States,  and  still  less  so  that  in 
Mexico  and  South  America,  from  conditions  existing  in  Germany. 
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Assuming,  then,  the  bimetallic  league  to  be  consum¬ 
mated,  and  silver  actually  brought  back  to  its  former 
value,  the  silver  production  to  be  counted  on  would,  in 
all  likelihood,  amount  to  1,000,000,000  marks  ($250,000,- 
000)  at  least,  and  this  in  face  of  a  production  of  gold 
for  the  next  ten  years  of  700,000,000  marks  ($175,000,- 
000.  Of  the  gold,  400,000,000  ($100,000,000)  would 
serve  to  increase  the  quantity  of  money  in  exist¬ 
ence,  while  of  the  silver,  double  this  sum  at  least  would 
be  forced  into  monetary  circulation.  The  consumption 
of  silver  in  the  arts  at  the  present  low  prices  amounts  to 
barely  more  than  1,000,000  kilos,  and  in  the  event  of 
any  such  rise  in  the  price,  as  is  assumed,  to  double  its 
present  value,  this  industrial  consumption  must  diminish; 
therefore,  if  we  estimate  this  consumption  at  200,000,000 
marks  ($50,000,000),  roughly  1,000,000  kilos,  we  allow 
more  than  we  need  do.  With  a  stream  of  400,000,000 
marks  ($100,000,000)  in  gold  and  800,000,000  marks 
($200,000,000)  in  silver  flowing  each  year  over  the 
exchanges  of  the  bimetallic  world  as  money,  inevitably 
silver  everywhere  must  first  equal  and  then  exceed, 
by  larger  and  larger  amounts,  the  gold  in  circulation. 
Now,  however,  there  exists  pretty  much  ever>-where,  and 
more  especially  among  the  forehanded  in  the  community, 
what  we  may  call  a  prejudice  in  favor  of  gold,  and  this 
prejudice  would  grow  stronger  as  silver  came  more  and 
more  to  hold  the  upper  hand  in  monetary  use,  and  as 
the  comparative  scarcity  of  gold  became  more  and  more 
obvious.  As  time  went  on,  too,  popular  distrust  would 
oftener  raise  the  question,  what  would  happen  if  the 
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bimetallic  combination  broke  up,  or  even  if  only  one  of 
the  greater  states  stepped  out  ?  Would  it  then  be  gold 
which  would  fall  in  value?  No,  every  man  would  say 
to  himself,  not  gold,  since  the  most  powerful  and  the 
wealthiest  states  would  make  gold  their  standard  of 
value,  and  other  nations  would  then  be  forced  to  recog¬ 
nize  its  great  worth.  What  now  of  silver  in  such  an 
event  ?  It  would  immediately  fall  lower  than  ever  be¬ 
fore.  Even  should  one  consider  the  assumed  dissolution 
quite  improbable,  one  would  still  be  influenced  by  the 
consideration  that  silver  could  not  of  itself  maintain  the 
purchasing  power  imputed  to  it,  and  that  its  value  must 
be  kept  up  artificially  ;  while  the  value  of  gold  would  in 
no  way  depend  upon  the  support  of  any  international 
combination.  On  account  pf  its  higher  intrinsic  worth 
in  the  eyes  of  the  general  public,  gold  would  soon  come 
to  bear  a  premium  over  its  legally  established  value ;  in 
other  words,  silver  would  become  the  sole  standard  of 
value,  and  gold  would  be  bought  and  sold  with  it  at 
varying  rates  of  exchange.  A  rise  of  this  premium  to  i 
or  2  per  cent,  would  be  quite  sufficient  to  force  gold 
out  of  ordinary  business  exchanges.' 

•  In  France,  for  instance,  typically  the  double-standard  country, 
there  existed  down  to  1848  a  premium  on  gold  of  not  more  than  i 
per  cent.,  and  as  a  consequence  silver  was  the  only  metal  left  in 
actual  circulatiou,  and  for  the  time  the  real  standard.  With  the  great 
inflow  of  gold  from  California  and  Australia  in  the  fifties,  there  arose 
in  place  of  the  premium  on  gold  a  premium  upon  silver  at  times 
amounting  to  per  cent.  Then  gold  became  the  usual  money 
metal  and  the  standard  ;  moreover,  silver  was  drawn  away  in  such 
great  quantities  that  the  government  was  forced  in  1863  to  reduce  the 
flneuess  of  the  silver  subsidiary  coins  from  to  iVsV-  *fbe  great 
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In  the  course  of  time,  however,  this  preniiuni  would 
rise  higher  and  higher,  since  the  prodtiction  of  gold  can¬ 
not  go  on  indefinitely  at  the  rate  we  may  expect  to  see 
maintained  during  the  next  decade.  Those  rich  sup¬ 
plies  which  have  made  possible  a  new  era  in  the  mining 
of  gold  cannot,  according  to  the  most  liberal  estimate 
of  their  value,  hold  out  for  a  longer  period  than  forty 
years,  and  as  the  thorough  scouring  of  all  parts  of  the 
earth  progresses,  the  likelihood  that  new  sources  equally 
rich  will  be  discovered,  becomes  less.  As  the  diminu¬ 
tion  in  the  annual  production  of  gold  became  more 
obvious,  while  the  quantity  of  silver  produced  remained 
unchanged,  the  premium  upon  gold  would  rise,  and  the 
relative  values  of  the  two  metals  in  the  open  market 
would  fall  farther  away  from  the  ratios  legally  cstal>- 
lished.  This  rise  of  gold  to  a  premium  would  be  an  in¬ 
evitable  consequence  of  the  general  rise  in  nominal 
prices  of  all  commodities,  which,  in  whatever  indirect, 
round-about  way  it  might  be  accompli.shed,  would  event¬ 
ually  be  manifest  everywhere.  Now,  since  under  the 
system  of  bimetallism  assumed  to  be  in  operation,  gold, 
because  of  the  greater  worth  of  the  quantity  of  it  de¬ 
voted  to  industrial  purposes,  would  ])csscss  in  a  higher 
degree  than  silver  the  peculiar  properties  of  a  commodity, 
and  since,  furthermore,  as  a  result  of  its  going  to  a 

increase  in  the  production  of  silver  hrouf'ht  about  later  another  chaii},'c 
of  the  standard.  From  this  it  is  clear  that  the  conditions  under  which 
the  two  metals  are  produced  determine  their  changes  in  value,  even 
though  bimetallism  may  cause  these  changes  to  take  place  very 
slowly.  But  for  the  discovery  of  gold  in  1S48  the  premium  upon  that 
metal  iu  Paris  must  have  continued  gradually  to  rise. 
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premium,  it  would  to  a  certain  degree  circulate  as  a 
commodity  even  in  the  form  of  money,  it  would,  with¬ 
out  doubt,  have  a  tendency  to  follow  other  commodities 
in  the  general  rise  of  prices,  and  so  depart  farther  from 
its  legally  established  silver  value.  The  promise  of  bi¬ 
metallism,  that  it  would  maintain  a  ratio  of  i  in  the 
open  market,  therefore,  would  not  be  fulfilled. 

One  might  of  cour.se  fancy  the  ratio  set  up  imder  bi¬ 
metallism  to  be  one  which  put  so  low  a  valuation  on 
silver  that  the  yearly  increase  in  the  quantity  of  silver 
coin  should  at  best  only  equal  in  value  the  yearly  in- 
crea.se  in  the  quantity  of  gold  coin.  It  is  quite  conceiv¬ 
able  that  under  such  conditions  a  preponderance  of 
silver  in  circulation,  and  so  also  the  con.scquent  develop¬ 
ment  of  a  premium  on  gold,  should  be  avoided  for  a  long 
time.  I>ut  when  the  production  of  gold  began  obviously 
to  decline,  the  ratio  of  the  two  metals  in  circulation 
would  gravlually  shift  more  and  more  to  the  increase  of 
silver,  and  then  again  would  develop  a  widening  diver¬ 
gence  of  the  real  ratio  away  from  that  legally  estab¬ 
lished,  which  would  no  longer  conform  to  the  changed 
conditions.  Of  course  the  divergence  would  always 
remain  less  than  that  which  might  be  expected  to 
take  place  under  the  first  mentioned  ratio,  but  it  would 
still  be  impossible  to  set  any  limits  to  its  possible  devel¬ 
opment.  Practically,  however,  this  proposition,  for  a 
trial  of  bimetallism  with  silver  materially  lowered  in 
valuation, — say  at  a  ratio  of  1:24, — would  stand  no 
chance  of  adoption,  because  P'rance,  and  probably  also 
America,  in  view  of  the  enormous  loss  which  they 
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would  suffer  tlirougli  the  lower  value  of  their  silver 
money,  would  refuse  to  enter  into  any  such  project,  and 
also  because  it  would  be  impossible  to  silence  the  outcry 
raised  by  European  merchants  engaged  in  export  trade 
with  silver  standard  countries  against  burdening  their 
commerce  by  thus  forcing  down  the  value  of  silver  so 
low.  Under  a  regime  of  bimetallism,  to  be  sure,  India 
would  step  into  line  v/ith  the  double  standard  countries ; 
but  her  adherence  might  in  the  end  prove  foreboding 
for  the  permanence  of  the  established  ratio,  since  she 
would  draw  off  each  year  great  quantities  of  gold  which 
she  would  permanently  absorb, — just  as  she  has  hitherto 
sucked  in  from  year  to  year  million  after  million  of  silver 
rupees. 

Genuine  orthodox  bimetallism,  however,  does  not  pro¬ 
pose  at  all  to  lower  the  value  of  silver ;  it  looks 
rather  to  the  restoration  of  the  French  ratio  of  1:1 5^<, 
or  at  least  of  the  American  ratio  of  i;i6.  The  six 
milliards  of  marks  ($1,500,000,000)  of  silver  coin 
valued  on  the  basis  of  the  old  ratio,  and  circu¬ 
lating  to-day  ill  those  countries  which  are  burdened 
with  a  halting  monetary  standard,  form  the  all- 
powerful  argument  in  support  of  such  restoration. 
Only  in  some  such  solution  of  the  monetary  ques¬ 
tion  as  this  does  the  agricultural  class  which  advo¬ 
cates  bimetallism  look  to  find  relief  from  the  distress 
now  oppressing  them.  Let  us  for  the  moment  assume, 
contrary  to  every  probability,  that  a  great  bimetallic 
league  embracing  England  is  consummated  upon  this 
basis.  Would  the  hopes  of  the  agricultural  class  be  then 
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justified?  I  hold  any  such  result  to  be  entirely  out  of 
the  question.  Without  doubt  silver  would  come  in  the 
course  of  time  to  have  very  nearly  its  former  value  in 
gold,  since  every  bit  of  it  attainable  could  be  offered  at 
the  mints  of  Europe  and  the  United  States  for  coinage 
at  the  old  ratio.  Now  I  have  already  shown  that  an  in¬ 
crease  in  the  quanity  of  money  in  no  way  of  itself  and 
automatically  works  upon  prices.  These  hundreds  of 
millions  of  new  silver  coins  would  be  much  more  likely 
to  pile  up  and  lie  idle  in  bank  vaults,  just  as  we  see  the 
new  gold,  w’hich  has  been  brought  to  us  in  such  unusual 
quantities,  now  lying  idle.  Not  until  a  favorable  com¬ 
bination  of  purely  economic  conditions  should  cause  a 
quickening  of  business  enterprise  and  activity  would  the 
euormotis  accumulations  of  coin  cause  any  considerable 
expansion  of  credit  and  speculation,  and  therewith  a 
strong  general  movement  of  prices  upward.  The  mere 
rise  in  price  of  silver  itself,  however,  would  give  no  suf¬ 
ficient  impulse  to  arouse  such  a  quickening  of  industry, 
so  long  as  the  conditions  of  production  and  of  competi¬ 
tion  remained  in  other  respects  throughout  the  world  at 
large  xiiialtercd.  No  doubt,  the  exportation  of  European 
wares  to  the  United  States,  and  to  Mexico,  and  the  South 
American  silver  producing  countries,  would  receive  a 
large  stimulus ;  since  in  exchange  for  a  kilogram  of  sil¬ 
ver  twice  as  much  in  products  of  European  labor  must 
be  given,  as  is  given  to-day.  But  the  productive  power  of 
European  industries  is  so  great  that  it  can  satisfy  an  in¬ 
crease  in  demand  of  300,000,000  to  400,000,000  marks 
($75,000,000  to  $100,000,000)  without  necessarily  cans- 


248 


Econotnic  Siudics. 


ing  thereby  any  considerable  rise  in  the  price  of  Euro¬ 
pean  commodities.  We  have  already  seen  how  little 
influence  the  production  of  gold  in  the  Transvaal,  at  the 
rate  of  i20,(X)0,ooo  to  130,000,000  marks  ($30,000,000 
to  $32,500,000)  a  year,  has  exercised  in  recent  times 
over  the  European  market. 

Nevertheless,  .sooner  or  later  there  would  be  brought 
about  a  world-wide  conjunction  of  quickening  economic 
activity,  .such  as  last  occurred  in  1889,  and  as  a  conse¬ 
quence  of  it  all  there  would  open  an  era  of  extensiv'e  in¬ 
vestment, — new  banks  would  be  erected,  new  factories 
laid  out,  new  roads  constructed,  and  withal  the  abund¬ 
ance  of  metallic  money  would  mow  enter  in  to  cause  a 
delusive  movement  in  price.s.  Naturally,  a  reaction 
would  not  fail  to  set  in ;  but  even  after  this  nominal 
prices  would  not  fall  so  low  as  they  had  been,  but  would 
remain  somewhat  higher  owing  to  the  increased  quantity 
of  money  forced  into  the  course  of  business  e.xchanges. 

Now  would  the  agricultural  class  receive  any  advan¬ 
tage  from  .such  developments  ?  If  the  silver  producing 
countries  buy  more  European  commodities  at  higher 
prices,  that  will  redound  to  the  advatitage,  not  of  agri¬ 
culture,  but  of  manufactures.  So  also  in  the  first  in¬ 
stance  the  speculative  movement  within  the  country 
would  lead  to  a  quickening  in  manufacturing  industries, 
and  only  as  an  indirect  con.sequence  of  this  quickening 
would  there  come  about  a  ri.se  in  the  prices  of  certain 
agricultural  products,  for  example  of  wool.  This  agri- 
culttiral  advantage  would,  however,  in  all  probability  be 
entirely  offset  by  the  rise  in  wages  which  would  inevitably 
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result  from  the  increased  attractiveness  of  industrial  pur¬ 
suits  to  the  wage  earners  of  the  community.  Grain,  the 
great  agricultural  product,  would  most  certainly  respond 
to  the  general  movement  of  prices  least  of  all  commodi¬ 
ties,  so  long  as  economic  conditions  throughout  the 
world  determining  present  prices  continued  to  work. 
The  conditions  of  international  competition,  the  glutting 
of  European  markets  with  grain  from  over  the  sea,  the 
advantage  which  new  land  of  low  price  and  not  requir¬ 
ing  the  use  of  fertilizers  has  over  old  land  of  high 
price, — these  factors  would  still  have,  as  they  have  to¬ 
day,  an  uncontrolaijle  influence  over  the  world’s  grain 
market.  If  eventually  a  rise  in  grain  prices  should 
come,  reckoned  in  bimetallic  money,  there  would  come 
along  with  it  to  the  grain  producers  an  offsetting  injury, 
in  case,  as  might  be  clearly  forseen  would  happen,  prices 
of  other  commodities, — necessities  of  life  and  the  means 
of  production, — and  wages,  rose  higher  proportionately. 

Many  believe  that  those  countries  which  are  to-day 
upon  a  paper  basis  would  Ije  enabled  through  a  univer¬ 
sal  adoption  of  bimetallism  once  more  to  resume  specie 
payments.  In  this  way  it  is  thought  the  absorption  of 
silver  in  the  business  world  would  be  made  easier,  and 
more  especially  that  the  competition  of  such  countries 
as  Russia  and  Argentine  in  agricultural  products  would 
be  lessened.  But  these  hopes  have  very  little  ground  to 
justify  them.  Bimetallism  would  not  change  the 
economic  standing  of  states  relatively  to  one  another, 
whether  they  were  economically  strong  or  weak.  The 
conditions  of  production  and  the  financial  status  of  the 
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countries  on  a  paper  basis  would  not  be  thereby  im¬ 
proved.  Since  the  silver  would  not  come  to  them  gratis, 
they  must  procure  it  through  loans,  and  thus  the  chief 
cause  of  their  want  of  metallic  money,  namely  their  in¬ 
ternational  indebtedness,  would  be  aggravated.  If,  in¬ 
deed,  after  they  have  placed  the  required  loans,  their 
export  trade  is  to  be  somewhat  embarrassed  and 
restricted,  as  bimetallists  e.xpect  will  happen,  the 
balance  of  trade  must  turn  against  them.  Then  in 
place  of  the  former  premium  upon  gold  alone,  a  pre¬ 
mium  will  arise  upon  both  gold  and  silver.  Eventually, 
therefore,  the  renewed  suspension  of  specie  payments 
will  be  inevitable.  The  outcome  would  naturally  be 
more  favorable  if  the  financial  standing  and  the  condi¬ 
tions  of  general  welfare  shotild  have  essentially  improved 
of  themselves  within  these  countries  on  a  paper  basis  ; 
but  in  this  case  the  return  to  a  specie  currency  would 
be  possible,  under  the  present  conditions  of  gold  produc¬ 
tion,  on  the  basis  of  a  gold  standard  and  without  the  aid 
of  silver.  Such  an  outcome  might  be  looked  for  in 
Russia  and  Austria.  But  most  countries  with  paper 
currencies  find  themselves  in  economic  and  financial 
straits,  in  which  they  would  be  as  little  able  to  keep 
gold  and  silver  together  in  circulation,  as  they  are  to 
keep  gold  alone.  Especially  is  this  true  of  Argentine, 
of  whose  competition  in  the  wheat  market,  especially 
during  the  last  few  years,  German  producers  have  be¬ 
come  very  sensible.  In  any  case,  the  influence  of  a  de¬ 
preciated  paper  upon  exports  should  not  be  overesti¬ 
mated,  any  more  than  the  effect  of  the  depreciated  silver 


The  Present  Monetary  Situation.  251 

upon  the  foreign  trade  of  India.  That  any  such  influ¬ 
ence,  in  comparison  with  the  conditions  of  production 
and  of  transportation,  is  of  only  secondary  significance 
is  clearly  shown  by  the  experience  of  the  United  States, 
whose  exportation  of  wheat  during  the  first  ten  years 
following  the  Civil  War,  in  spite  of  a  premium  on  gold 
which  at  times  was  very  great,  went  on  at  a  moderate 
average  rate,  and  took  its  first  jump  forward  in  1879, 
when  the  gold  premium  had  finally  disappeared. 

Among  the  agriculttiral  classes  many  of  those  who 
advocate  bimetallism  look  to  this  system  for  an  eventual 
lightening  of  mortgage  and  interest  charges.  It  is 
hoped  that  the  circumstances  in  which  debtors  now  find 
themselves  would  be  considerably  improved,  since  it  is 
believed  that  prices  of  agricultural  products  would  rise, 
while  the  amount  of  the  debt  would  remain  unaltered. 
The  debtor,  it  is  alleged,  is  unfairly  oppressed  through 
the  introduction  of  the  gold  standard.  This  last  asser¬ 
tion  is,  as  has  just  been  said,  untenable.  Then  what  is 
often  lost  sight  of  should  be  borne  in  mind,  namely, 
that  the  German  monetary  reform,  changing  thalers  and 
gulden  into  marks,  accepted  the  ratio  at  that  time  current 
in  the  market  for  the  relative  value  of  gold  and  silver ; 
and  that,  as  has  been  mentioned  above,  the  quantity  of 
gold  and  silver  money  now  circulating  in  Germany  is 
double  the  amount  then  in  circulation.  All  this  was 
duly  insisted  upon  in  the  Silver  Commission.  It  should 
be  further  borne  in  mind  that  with  very  few  exceptions 
all  existing  debt  obligations  have  been  created  in  their 
present  form  since  the  adoption  of  the  gold  standard, 
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while  almost  all  secured  loans  of  long  standing,  as  well 
as  mortgages  held  by  landowners  and  mortgage  banks, 
have  been  converted  into  obligations  having  a  lower 
rate  of  interest.  Putting  aside  all  these  considerations, 
however,  let  ns  return  to  the  question  whether  farmers  are 
justified  in  expecting  to  have  their  debts  lightened  in 
any  such  way  as  is  above  outlined.  Plainly  such  a  result 
would  be  possible  only  in  case  the  disposable  revenue 
obtained  from  the  mortgaged  property  rose  in  propor¬ 
tion  as  general  prices  of  commodities  rose.  But  this 
general  rise  in  prices  would  affect  only  gross  income. 
Since  the  cost  of  production  and  of  living,  as  has  been 
already  pointed  out,  would  rise  more  in  proportion  than 
the  price  of  the  chief  agricultural  product,  namely 
grain,  it  is  very  questionable  whether  the  revenue  left 
over  for  the  payment  of  interest  on  debts  and  of 
principal  would  be  to  any  considerable  extent  increased. 
On  the  other  hand  there  would  threaten  to  break  out 
among  creditors  at  large  a  real,  even  though  wholly  un¬ 
justifiable  panic,  which  would  lead  to  a  wide.spread  fore¬ 
closing  of  mortgages,  and  to  the  further  embarrassment 
of  debtors,  and  to  the  further  embarra.ssment  more  espe¬ 
cially  of  people  in  straightened  circumstances. 

In  short  a  more  foolhardy  leap  into  the  dark,  has 
never  been  risked,  than  would  bo  made  in  the  establish¬ 
ment  of  bimetallism  on  the  basis  of  the  old  ratio.  No 
one  can  conceive  the  confusion  and  disaster  which  must 
follow  a  revolution  in  prices  accompanied  by  so  much 
giddiness  and  panic  as  would  certainly  be  aroused, 
either  at  once  or  in  the  course  of  time,  by  a  yearly  in- 
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crease  in  the  quantity  of  metallic  money  amounting  to 
from  1,100,000,000  to  1,200,000,000  marks  ($275,000,000 
to  $300,000,000).  Even  during  the  years  from  1850- 
1870  the  quantity  of  gold  and  silver  money  in  the  world 
at  large  was  increased  at  the  average  rate  of  not  more 
than  about  450,000,000  to  500,000,000  marks  ($112,- 
500,000  to  $125,000,000);  such  a  yearly  increment,  in 
connection  with  the  accumulation  of  gold  reserves  which 
have  enormously  increased  since  1850  in  comparison  with 
earlier  times,  is  more  than  sufficient  under  the  present 
status  of  population  and  industrial  development  to 
maintain  general  prices  of  commodities  at  their  natural 
height,  i.  at  a  point  determined  by  the  conditions  of 
production.  Suppose  now,  in  addition  to  all  this  there 
should  be  issued  throughout  the  civilized  world  600,- 
000,000  to  700,000,000  marks  ($150,000,000  to  $175,- 
000,000)  in  paper  money  yearly,  or  in  the  course  of  a 
decade  si.x  to  .seven  milliards  ($1,500,000,000  to  $1,750,- 
000,000)?  Every  unprejudiced  judge  would  hold  this 
to  be  an  universal  inflation  of  the  currency,  even  if  the 
credit  of  the  emitting  states  entirely  sufficed  to  keep  their 
paper  money  at  its  face  value.  The  coining  yearly  of 
600,000,000  to  700,000,000  marks  in  silver  money  would 
have  quite  the  .same  economic  influence  within  the  several 
countries  and  throughout  the  world,  provided  the  silver 
were  given  a  certain  factitious  value  through  the  instru¬ 
mentality  of  an  international  organization.  There  would 
eventually  develop  therefrom  a  movement  of  prices  not 
only  artificial,  but  running  contrary  to  the  nature  of 
things,  the  con.sequences  of  which  would  be  altogether 
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incalculable.  It  would  in  no  way  resemble  the  rise  in 
prices  which  began  with  the  discovery  of  gold  in  Cali¬ 
fornia  and  Australia,  and  brought  up  finally  in  the  crisis 
of  1857.  At  that  time  existing  circumstances  were 
favorable,  and  made  possible  a  great  universal  industrial 
development,  such  as  in  the  natural  course  of  events 
always  accompanies  a  normal  rise  in  prices.  At  that  time 
industry  in  all  civilized  countries  was  beginning  to  feel 
to  the  full  the  consequences  of  a  series  of  new  inventions ; 
at  that  time  the  world’s  stock  of  machines  increased  day 
by  day,  and  day  by  day  the  net-work  of  railways  grew 
closer ;  great  banking  corporations  sprang  up,  in  order 
to  furnish  the  capital  necessary  to  lure  on  the  advent¬ 
uresome  spirit  of  industrial  enterprise  freely,  and  often 
to  mislead  it  into  bypaths  fraught  with  disaster.  The 
discovery  of  gold  did  not  call  forth  this  activity,  but 
served  to  accelerate  and  to  further  it.  When  as  a  result 
of  the  discovery  of  gold  prices  were  brought  higher, 
since  this  might  have  happened  in  any  event,  the 
whole  process  was  natural  and  consistent  with  actual 
conditions,  so  that  along  the  most  important  lines  of 
production  demand  outran  supply. 

How  different,  however,  is  the  state  of  things  to-day ! 
The  industries  of  all  countries  stand  to-day  fully  equipped 
with  the  mightiest  of  productive  engines ;  their  produc¬ 
tive  power  surpasses  demand ;  hence  has  come  about 
a  war  in  prices  involving  the  failure  of  those  undertak¬ 
ings  on  the  verge  of  insolvency,  in  order  that  the  equal¬ 
ity  of  demand  and  supply  may  be  once  more  restored. 

Nor  are  European  farmers  better  off.  Formerly  they 
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alone  provided  for  the  population  of  Europe,  but  now 
they  must  withstand  the  competition  of  the  whole  world. 
It  is  under  conditions  such  as  these  that  we  witness 
those  producers  working  under  the  most  favorable  eco¬ 
nomic  conjlitions  waging  war  against  those  less  favorably, 
or  even  unfavorably,  circumstanced.  And  here  it  follows 
naturally  that  the  stronger  force  out  the  weaker,  aud  re¬ 
main  masters  of  the  field.  One  is  ejuite  justified  iu  seek¬ 
ing  to  protect  Oerman  farmers — who  produce  under  the 
most  unfavorable  conditions — from  the  competition  of 
foreign  countries.  On  the  whole,  the  present  straight¬ 
ened  circumstances  are  only  transitory  in  their  nature, 
and  in  the  course  of  a  few  decades,  owing  to  increase  in 
population  in  the  new  countries  across  the  sea,  as  well 
as  in  Europe  itself,  the  distress  will  disappear.  But  in¬ 
ternational  bimetallism  is  no  source  of  protection  or  help 
from  which  the  farmers  may  hope  to  get  real  benefit.  It 
would  not  in  the  least  lighten  the  present  burden  of  debt, 
much  less  would  it  remove  or  lessen  the  causes  which 
have  led  to  the  creation  of  this  indebtedness ;  it  would 
leave  unchauged  the  relatively  advantageous,  along 
with  the  relatively  disadvantageous  conditions  of 
competition  ;  it  would  in  no  way  alter  the  economic 
aud  financial  standing  of  nations ;  finally,  it  could 
not  at  all  materially  infiueiice  the  genuine  forces  of  pro¬ 
duction  and  e.xchange  in  the  civilized  world,  .since  its  in¬ 
fluence  must  nece.ssarily  be  a  purely  formal  one. 

What  then  would  be  the  advantage  to  the  farmers  if,  for 
instance,  the  price  of  wheat  in  all  countries  should  double, 
so  long  as  those  producing  under  favorable  conditions  in 
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countries  over  the  sea  were  still  in  position  to  underbid 
Gerinan  producers  in  the  same  proportion  as  formerly  ? 
I  have  already  laid  stress  upon  the  fact  that  the  dilTer- 
ence  in  price  could  play  only  a  comparatively  secondary 
role  in  this  competitive  strife,  and  especially  insisted 
that  those  financially  disordered  countries  with  paper 
standards  would  be  quite  unable  to  retain  a  metal  cur¬ 
rency  under  bimetallism  as  well  as  under  the  jiresent 
regime. 

Bimetallism,  then,  would  only  have  this  result,  that 
it  would  make  necessary  an  expenditure  each  year  of 
600,000,000  to  700,000,000  marks  ($150,000,000  to 
$175,000,000)  more  for  the  creation  of  metallic  money, 
simply  to  maintain  prices  nominally  higher,  the  quan¬ 
tity  of  exchanges  effected  remaining  unaltered. 

It  is  this  very  increase  in  the  dead  weight  press¬ 
ing  upon  industrial  exchanges  which  would  stand  in 
direct  opposition  to  the  natural  perfection  of  a  mone¬ 
tary  system.  This  perfection  of  the  monetary  system 
involves  the  dependence  of  e.xchanges  more  and  more 
upon  a  higher  organization  of  banking  functions,  and 
less  and  less  upon  metallic  money  in  circulation ;  and 
this  makes  possible  a  greater  and  greater  ecc^nomy  in 
the  quantity  of  money  required  to  effect  a  given  number 
of  e.xchanges  at  a  given  range  of  prices.  We  .sec  even 
now  that  England,  which  far  exceeds  all  other  Ihiro- 
pean  states  in  the  amount  of  business  transacted,  never¬ 
theless  finds  sufficient  for  her  purpose  an  amount  of 
metallic  currency  much  .smaller  than  that  which 
France  employs — much  smaller  even  than  the  amount  of 
Germany’s  circulation. 
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We  may  hope,  however,  that  the  perfection  of  the 
credit  system  for  facilitating  exchanges  will  in  no 
great  time  attain  in  Germany  the  high  development 
which  it  has  already  attained  in  England.  That 
metallic  money  will  come  to  perform  in  large  trans¬ 
actions  more  and  more  the  passive  function  of  a 
standard  of  value.  As  a  standard,  however,  but  one 
only  of  the  precious  metals  can  be  used  in  any  one 
country.  Whether  some  countries  upon  a  lower  stage 
of  industrial  development  will  in  the  future  make  use  of 
silver  for  this  purpose  may  yet  be  uncertain.  In  the 
more  civilized  states  of  the  world,  however,  gold  will 
undoubtedly  remain  the  standard,  even  if  silver,  to  a 
more  or  less  considerable  extent,  is  still  retained  in  cir¬ 
culation  in  its  secondary  role  as  a  medium  of  exchange. 
England  will  undoubtedly  be  guided  in  its  course  by  its 
unerring  instinct,  and  will  not  be  won  over  to  the  sup¬ 
port  of  any  genuine  bimetallic  system,  in  spite  of  all  the 
importunities  of  her  silver  friends.  Germany,  too,  it  is 
to  be  hoped,  will  refuse  to  take  any  such  chances  as  are 
here  involved,  which  could  lead  under  present  circum¬ 
stances  only  to  a  di.sastrous  end. 

If  now  the  next  generation  lives  to  see  the  time 
when  the  production  of  gold  begins  to  fall  off,  that 
generation  will  find  that  it  is  not  the  gold  stand¬ 
ard  of  the  great  civilized  countries  which  is  threat¬ 
ened  thereby,  but  bimetallism,  at  last  deprived,  as  it 
will  then  be,  of  all  rational  grounds  of  justification. 
For  certainly  no  bimetallic  league  would  be  able  in  the 
face  of  any  such  protracted  discrepancy  in  the  cost  of 
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production  of  the  two  precious  metals  to  maintain  its 
legal  ratio  intact — it  would  gradually  work  over  to  an 
actual  silver  standard  ;  while  the  countries  upon  a  gold 
standard  would  have  learned  to  economize  in  the  use  of 
metallic  money,  through  a  higher  and  better  organiza¬ 
tion  of  their  currency,  and  would  in  consequence  require 
less  and  less  new  gold  in  order  to  keep  prices  at  their 
normal  height  independently  of  every  eccentric  influence 
which  might  be  exerted  upon  prices  by  the  medium  of 
circulation. 


II. 


INDIA  AND  THE  SILVER  QUESTION.* 

The  results  of  the  experiment  undertaken  on  June  26, 
1893,  British  Indian  Government  cannot  yet  be 

fully  determined ;  and  it  is  hardly  to  be  expected  that 
any  state  will  make  further  movements  relative  to  silver 
until  experience  has  finally  settled  whether  the  Indian 
mint  shall  remain  permanently  closed  or  not,  and,  in 
case  it  does,  at  what  price  a  fairly  stable  equality  be¬ 
tween  the  production  of  silver  and  its  consumption  will 
be  reached. 

Hitherto  the  price  of  silver,  though  it  has  fallen 
greatly,  has  stood  up  better  than  might  have  been  con¬ 
jectured  it  would  do  under  the  two  heavy  blows  dealt  it 
in  the  passage  of  the  Indian  metisure  and  in  the  cessa¬ 
tion  of  American  silver  purchases.  Silver  of  the  stan¬ 
dard  fineness  .stood  in  the  beginning  of  1894  at  31^ 
pence  per  ounce ;  but  in  the  course  of  January,  after  the 
Indian  goverumeut  had  determined  to  sell  council  bills^ 
at  the  exchange  rate  of  15'^  pence  per  rupee,  silver  fell 
to  27  pence  per  ounce.  In  April,  however,  the  demand 

'  First  printed  in  the  Neuen  Freien  Presse,  February  8,  1895. 

’The  Indian  government  collects  it  taxes  in  silver,  and  as  this  silver 
cannot  he  used  in  making  foreign  payments,  the  government  sells 
“  council  bills  ”  in  London  to  raise  a  quantity  of  gold  suflScient  to 
pay  interest  charges  and  other  sterling  obligations.  “  Council  bills  ” 
are  government  drafts  calling  for  payment  in  silver  rupees  ;  they  are 
bought  chiefly  by  importers  of  Indian  commodities. — Translator. 

1, 
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on  the  part  of  China  and  Japan  quickened,  and  silver 
worked  up  again  gradually  to  29  pence.  In  August  the 
outbreak  of  war  between  these  two  Easteru-Asiatic  em¬ 
pires  awakened  new  hopes  that  the  fiow  of  silver  into 
them  might  be  freer ;  as  a  consequence  the  price  of  silver 
was  brought  by  the  end  of  the  month  to  30’^  pence. 
Since  that  time,  however,  the  movement  of  prices  has 
been  steadily  downward  ;  so  that  now  we  find  it  ranging 
between  27'^  and  27^^  pence.  The  average  of  the 
London  prices  of  silver  during  the  year  1894  was  28}'^ 
pence,  against  35^^  pence  for  1893,  and  39]  j-  pence  for 
1892. 

When  one  considers,  however,  that  with  the  cessation 
of  coinage  in  India  and  the  discontinuance  of  American 
purchases,  an  assured  market  for  from  2,750,000  to 
3,000,000  kilos  of  silver  w’as  taken  away,  one  can  only 
wonder  that  1894  presents  so  little  contrast  with  1893 
in  the  current  prices  of  silver.  Even  27  i)ence,  if  there 
were  any  assurances  that  this  price  could  be  per¬ 
manently  maintained  or  maintained  with  only  .slight 
fluctuations,  must  be  regarded  under  the  circumstances 
as  very  favorable.  If  this  price  might  be  considered 
finally  established  .some  definite  grounds  would  then  at 
last  be  gained  upon  which  to  form  an  opinion  how  far 
silver  is  still  available  in  the  civilized  world  for  mone¬ 
tary  purpose.s.  But  whether  or  not  this  price,  in  fact, 
can  be  permanently  maintained,  can  be  best  determined 
from  some  further  observation  of  developments  in  the 
Indian  monetary  situation.  To  such  an  e.xtent  has  the 
actual  course  of  events  in  India  proved  all  theoretical 
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suppositions  ungrounded  and  fallacious,  that  one  is  forced 
to  look  to  further  experience  alone  for  instruction. 

The  Indian  government  resolved  upon  the  measure 
pa.ssed  in  1893  in  the  hope  that  the  value  of  the  rupee 
might  thereby  be  made  independent  of  the  price  of  sil¬ 
ver,  and  in  the  further  hope  that  that  value  might  be 
held  at  16  pence,  or  at  the  best  fall  no  lower.  And  this 
hope  in  itself  was  not  at  all  unwarranted.  Austro- 
Hungary  succeeded  in  bringing  the  exchange  value  of 
the  coined  gulden  25  per  cent,  and  more  above  its 
bullion  value,  solely  by  stopping  the  coinage  of  silver 
for  private  individuals.  The  English,  to  be  sure,  mis¬ 
conceived  the  theory  of  the  case.  They  believed  that  a 
rise  in  the  value  of  the  rupee  would  be  brought  about 
as  a  consequence  either  of  the  increased  scarcity  of  the 
coin,  or  through  an  increase  in  its  pnrcha.sing  power 
within  the  country  ;  while  as  a  matter  of  fact  it  was  only 
a  question  of  influencing  rates  of  exchange  between 
England  and  India. 

The  balance  of  trade  is  always  strongly  in  favor  of 
England,  and  against  India.  Even  the  16,000,000  or 
i7,CKX),ooo  pounds  sterling  which  India  has  to  pay 
yearly  in  interest  charges,  pensions,  and  other  obliga¬ 
tions,  with  the  government  bills  of  e.xchange  employed 
in  making  these  payments,  do  not  measure  this  balance. 
There  must  be  added  various  sums  besides.  For  e.x- 
ample,  in  1892  there  was  shipped  to  India  9,500,000 
pounds  sterling  in  silver — an  amount  of  silver  very 
nearly  equal  to  the  amount  coined  in  India  during  that 
year. 
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It  seemed  therefore  quite  reasonable  to  suppose  that 
the  council  bills  and  general  exchanges  on  India  would 
easily  rise  again  to  i6  pence,  the  rate  current  in  1892, 
if  they  could  be  freed  from  the  competition  of  this  im¬ 
ported  silver,  which  in  India  could  be  changed  without 
loss, — except  for  the  payment  of  a  trifling  tax, — into 
legal  tender  coin.  A  difference  between  the  mint  value 
of  the  rupee  and  the  market  value  of  silver  has,  indeed, 
established  itself  since  the  adoption  of  the  measure  ;  but 
the  rate  of  exchange  for  the  rupee  has  not  yet  come  to 
be  quite  independent  of  the  market  value  of  silver, — the 
rupee  rather  tends  to  follow  silver  and  to  depreciate  with 
it.  For  several  months  the  Indian  government  at¬ 
tempted  by  holding  back  council  bills  in  Loudon  to 
keep  the  rate  of  exchange  at  least  up  to  15 pence,  but 
was  finally  forced  to  yield  this  point  because  of  its  finan¬ 
cial  embarrassment  which  continued  to  grow  more  and 
more  pressing.  As  a  consequence  the  rupee  fluctuates 
to-day  between  12  and  13  pence.  The  current  price 
of  silver,  however,  2"]%  to  27^  pence,  would  naturally 
make  the  rupee  worth  pence  ;  so  that  the  rupee 

has  actually  been  raised  in  value  more  than  20  per  cent, 
above  its  bullion  worth.  Moreover,  in  the  new  fiscal 
year,  begun  on  the  first  of  April,  1894,  so  considerable  a 
quantity  of  government  e.xclianges  have  been  disposed 
of  without  difficulty  at  a  rate  of  something  more  than 
13  pence  on  the  average,  that  in  all  likelihood  by  the  end 
of  March  the  entire  amount  of  16,000,000  pounds  due 
from  India  will  be  taken  up.  With  the  decline  in  the 
rate,  however,  the  deficit  in  the  Indian  budget, — which  is 
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reckoned  in  rupees, — lias  still  further  increased  and  stands 
as  compared  with  the  year  1892-93  in  the  proportion 
of  15 : 13.  So  that  the  real  object  sought  in  stopping 
the  coinage  of  silver  has  not  yet  been  gained. 

Now  how  is  this  depreciation  of  the  rupee  expli¬ 
cable,  in  face  of  an  export  of  goods  out  of  India  in  the 
year  1893-94  which  exceeded  imports  by  325,000,000 
rupees  (approximately  $82,000,000)  ?  During  the  cur¬ 
rent  year  ‘  the  balance  of  trade  has  been  still  more 
favorable  ;  so  that  the  excess  of  commodities  exported 
ought  by  the  end  of  March  to  equal  more  than  400,000,- 
000  marks  ($100,000,000) — aside  from  the  very  con¬ 
siderable  amount  of  gold  exported  from  India.  On  the 
other  hand,  there  was  shipped  to  India  out  of  England 
alone,  silver  to  the  amount  of  ;^5)934)OOo;  and  while 
this  sum  is  not  a  little  less  than  that  shown  in  the  cor¬ 
responding  figures  for  the  year  previous  (;^8,697,ooo), 
it  should  be  observed  that  the  amount  of  silver  shipped 
in  1894  would  have  been  worth  ^^7,000,000  if  prices  had 
remained  on  the  average  as  high  as  they  averaged  in 
1893,  and  also  that  this  export  in  1894  was  only  20  per 
cent,  less  quantitatively  than  in  the  year  previous.  This 
again  is  a  result  quite  une.xpected.  During  the  months 
immediately  following  the  close  of  the  mint,  silver  con¬ 
tinued  to  flow  into  India  in  undiminished  quantities. 
Some  explanation  of  this  continued  flow  was  looked  for, 
partly  in  the  coinage  of  silver  kept  up  in  vassal  states, 
and  partly  in  the  assumption  that  there  was  in  the  com¬ 
munity  no  clear  understanding  what  the  significance  of 
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the  new  measure  was,  and  that  people,  therefore,  believed 
they  were  doing  a  good  stroke  of  business  when  they 
purchased  bar  silver  at  the  price  demanded  in  rupees. 
Now,  however,  more  than  a  year  and  a  half  after  the 
discontinuance  of  coinage,  the  absorptive  powers  of  India 
for  silver  have  shown  themselves  to  be  very  great ;  so 
that  it  appears  quite  manifest  that  this  metal  is  hoarded 
and  regarded  by  the  people  of  India  nov/,  as  it  has  always 
been  regarded,  as  a  treasure  metal.  Formerly  silver  was 
hoarded  for  the  most  part  in  the  form  of  rupees,  and 
hence  it  came  about  that  the  purchasing  power  of  this 
coin  within  the  country  w-as  only  slightly  lowered,  in 
spite  of  the  very  great  quantities  of  rupees  coined  each 
year.  Now  bar  silver  and  gross  silver  ornaments  arc 
preferably  chosen  for  purpo.ses  of  hoarding,  because  of 
their  lower  value.  Therefore,  silver  has  not  ceased  to 
enter  into  the  foreign  exchange  as  a  competing  metal. 
It  remains  to-day  as  it  was  formerly,  the  real  medium  of 
trade.  Even  though  silver  is  no  longer  legally  convert¬ 
ible  into  coin,  and  though  con.scqucntly  it  is  worth  le.ss 
as  bullion  than  it  is  as  coin,  it  ncverthclc.ss  remains  in 
India  a  commodity  c.si)ccially  sought  after,  and  one 
which  may  be  disposed  of  there  with  pcctiliar  rcadinc.ss. 
And  the  strong  pressure  of  silver  offered  in  the  Eondon 
market  will  always  force  down  the  rate  of  exchange, 
since  it  will  always  be  better  worth  while  to  send  .silver 
than  to  buy  bills,  when  Indian  exchanges  rise  to  a  certain 
point  in  England. 

It  now  remains  to  be  seen  whether  the  people  of  India, 
numbering  some  300,000,000  Souls,  will  permanently 
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manifest  in  tins  manner  their  predilection  for  silver.  In 
view  of  the  great  tenacity  with  which  this  people  hold 
to  their  customs  and  prejudices,  an  affirmative  answer  to 
this  question  seems  in  no  way  unjustifiable.  Not  only, 
then,  does  British  India  offer  for  the  future  an  apparently 
assured  market  for  some  i,5oo,cxx)  kilograms  of  silver, 
but  further  than  this  the  danger  that  India  will  .soon 
absorb  great  quantities  of  gold  in  place  of  the  silver 
hitherto  demanded,  is  also  set  aside.  If  the  Indian 
decree,  passed  on  June  26,  1893,  had  worked  itself  out 
according  to  the  e.xpectations  of  it  originators,  the  danger 
just  mentioned  would  in  that  case  have  become  quickly 
a  very  real  one,  and  England,  more  than  any  other 
country,  would  have  felt  keenly  the  sharper  competition 
of  the  East  for  gold.  As  a  matter  of  fact,  however,  the 
opposite  of  what  was  expected  has  taken  place  up  to  the 
pre.sent  time,  and  it  appears  even  that  India  has,  to  a 
certain  extent,  given  out  gold  in  e.xchange  for  silver.  At 
all  events  the  export  of  gold  out  of  India  has  very  con- 
.sidcrably  iucrca.sed,  .since  England  in  1894  drew  from 
India  more  gold  than  she  drew  from  the  United  States, 
namely,  not  lc.s.s  than  ;^3, 381,000,  as  against  1,190,- 
000  in  1893. 

In  her  Indo-Chinc.se  po.s.se.ssious  England  will  main¬ 
tain  the  silver  standard  intact.  The  mint  at  Bombay  is 
about  to  begin  the  coinage  of  a  silver  dollar  similar  to 
the  Japanese  yen,  and  it  is  hoped  that  this  coin  will  find 
its  way  also  into  other  parts  of  Eastern  Asia  as  trade 
money.  Japan  after  the  successful  ending  of  the  war 
will  perhaps  make  an  attempt  to  introduce  the  gold 
standard.  China,  on  the  other  hand,  one  may  confi- 
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deiitly  assume,  will  remain  in  the  silver  ranks.  So  that 
the  export  of  silver  into  this  country  bids  fair  under  the 
low  prices  current  to  be  greater  in  the  future  than 
it  has  been  hitherto.  In  1894  England  alone  exported 
to  China  ;^3, 151,000  in  silver,  amounting  in  weight  to 
700,000  kilograms.  It  is  then  quite  possible  that  so 
long  as  present  conditions  last,  2,000,000  kilograms  of 
silver  a  year  will  be  regularly  taken  up  in  eastern 
Asia.  The  industrial  consumption  of  silver  in  Europe 
and  America,  moreover,  under  the  very  low  prices 
current  to-day  may  be  raised  to  1,000,000  kilograms, 
and  even  increase  beyond  this  amount.  Add  to  this, 
further,  the  money  coined  in  Mexico  and  the  other 
American  silver  standard  states  for  their  own  use,  to¬ 
gether  with  the  coinage  of  subsidiary  silver  money  in 
all  countries,  and  it  seems  not  improbable  that  3,500,- 
000  kilograms  of  silver  may  be  produced  each  year  and 
find  a  ready  market  at  27  pence  per  ounce. 

This  is  approximately  the  amount  produced  in  1888, 
and  it  is  1,500,000  kilograms  less  than  the  maximum 
production  which  took  place  in  1893.  The  decline  in 
production  which  took  place  in  1894  is  not  accurately 
known  in  figures’  ;  but  in  any  case  it  was  not  sufficient 

'According  to  V'aleuline’s  estimate  the  silver  production  of  the 
United  States  fell  in  1894  to  45,600,000  ounces,  as  against  52,000,000 
ounces  in  1893. 

[The  figures  of  the  total  prorluction  of  silver  and  of  that  in  the 
United  Stales  for  1893,  1894,  and  1895  are  given  as  follows  by  the 
Director  of  the  Mint : 


TOTAI,  PRODUCT.  U.  S.  PRODUCT. 

1893  . 166,092,047  ounces  60,000,000  ounces 

1894  . T67.752.561  "  49,500,000  “ 

1895  . 174.796,875  “  (estimated)  55,727,000  “ 

—Translator.] 
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to  bring  about  an  equilibrium  of  production  and  con¬ 
sumption. 

Such  an  equilibrium  will,  however,  be  more  nearly 
realized  when  the  prospect  of  a  rise  in  prices  vanishes. 
Then  mine  owners,  esjDCcially  in  the  United  States,  who 
have,  hitherto,  been  looking  for  some  favorable  turn  of 
the  market,  will  be  forced  to  shut  dowii. 


4 


III. 


INTERNATIONAL  BIMETALLISM  ONCE  MORE. 

Upon  the  foregoing  article  and  upon  iny  position  with 
reference  to  the  monetary  situation  in  general,  Dr. 
Arendt  has  published  an  attack  in  a  number  of  the 
Deutsches  Wochenblatt  dated  February  21,  1895.  To 
this  attack  I  wish  here  briefly  to  reply. 

Dr.  Arendt  directs  his  attention  first  against  an  obser¬ 
vation  made  incidentally  in  the  above  publication,  that 
the  “  currency  question  ”  with  which  America  is  occu¬ 
pied  to-day  is  only  remotely  connected  with  the  question 
of  astandard  as  Europeans  understand  the  latter  question. 
I  intimated  that  the  “currency”  question  concerned 
chiefly  the  securing  of  paper  money  issued  by  the  gen¬ 
eral  government  and  the  contraction  of  that  currency 
along  with  a  reform  in  bank-note  issues.  Quite  the 
contrary,  believes  Dr.  Arendt.  All  difficulties  in 
America,  he  thinks,  have  sprung  out  of  the  problem  of 
the  standard,  since  gold  has  found  its  way  into  European 
banks  and  the  supply  of  it  is  now  exhausted.  Per¬ 
sonally,  however,  I  have  only  wished  to  insist  that  one 
should  not  confuse  the  terms  “  currency  ”  and  “  stan¬ 
dard  of  value,”  as  one  finds  them  confused  throughout 
the  German  press.  For  instance,  one  finds  the  draft  of 
a  “  currency  ”  law,  which  President  Cleveland  recom¬ 
mended  to  Congress,  designated  a  “  plan  to  regulate  the 
standard.”  It  had  to  do  actually  only  with  the  bank-note 
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issues  and  tlie  greenbacks ;  proposing  a  reform  of  the 
national  bank  issues,  and  a  simnltaneons  contraction  of 
the  greenback  circulation.  The  question  whether  such 
a  law  should  be  passed  or  not  really  did  not  at  all  involve 
the  question  whether  gold  should  be  made  a  standard,  or 
the  two  metals  together. 

In  making  the  .statement  criticized,  I  did  not  have 
generally  in  mind  the  financial  embarrassments  which 
have  grown  up  in  the  United  States  out  of  a  diminution 
in  the  treasury’s  gold  reserve.  These  embarra.ssments 
are  undoubtedly  brought  about  by  a  complexity  of 
cau.scs, — chiefly  by  the  inexcu.sably  bad  monetary  policy 
of  the  United  vStates,  by  the  inflationist  insi.stence  upon 
a  retention  in  circulation  of  $346,000,000  in  United 
States  legal  tender  notes,  by  the  pa.s.sage  of  the  Bland 
Bill  and  of  the  Sherman  Bill.  Not  as  Dr.  Arendt  believes, 
by  the  insufhciency  of  the  gold  reserve.  If  America 
would  promise  to  pay  interest  and  principal  in  gold,  she 
might  draw  from  Europe  $100,000,000  in  gold  at  3  per 
cent.,  without  eucounteringany  oppo.sition  on  the  part  of 
the  three  great  central  banks,  since  these  banks  have  now 
lying  in  their  vaults  3,100,000,000  marks  ($775,000,000) 
in  gold.  Moreover  the  flow  of  gold  out  of  America  in 
1894  was  much  less  than  it  was' during  the  year  pre¬ 
vious  ;  aud  since  the  gold  reserve  in  the  Treasury  con- 
tiuucd  to  sink  dangerously  low  even  after  the  placing  of 
two  loans  for  $50,000,000  each,  it  is  evident  that  the 
chief  cau.se  of  this  decline  lay  in  the  distrust  felt 
throughout  the  community  generally  of  the  silver  party 
and  of  the  “free  coinage”  advocated  by  that  party. 
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The  gold  given  out  in  redemption  of  the  paper  money 
presented  did  not  for  the  most  part  find  its  way  into 
banks,  but  rather  into  the  money  boxes  of  the  more 
prudent  and  circumspect  members  of  the  community. 

Dr.  Arendt  brings  forward  in  support  of  his  scarcity- 
of-gold  theory,  the  further  argument  that  if  silver  has 
actually  depreciated,  then  Pluropean  banks  must  add  to 
their  note  circulation  the  amount  of  their  silver  coin  as 
a  liability.  He  makes  this  contention  on  the  ground 
that  a  holding  of  coin  depending  for  its  value  upon  the 
credit  of  the  government  and  depreciated  to  the  extent 
of  50  to  60  per  cent,  is  no  security  for  a  bank  note  cir¬ 
culation. 

At  the  present  time,  however,  even  government  paper, 
such  as  the  imperial  treasury  notes  of  (Germany — a  form 
of  money  intrinsically  worthless — is  held  in  reserve  as 
security  against  notes  in  circulation.  Neither  the  Im¬ 
perial  Bank  of  (iermany,  nor  the  Bank  of  France,  are 
legally  state  institutions.  For  them,  silver  money  has 
the  same  value  which  it  enjoys  in  the  ordinary  course  of 
business,  a  value  dependent  upon  the  credit  of  the  govern¬ 
ment.  Hitherto,  the  silver  in  circulation  has  been  at  a 
parity  with  gold,  and  will  remain  so  in  times  of  usual 
quiet, — provided  the  quantity  of  silver  in  circulation  is 
not  unduely  increased — even  though  the  price  of  silver 
falls  to  10  pence,  or  lower,  per  ounce.  In  event  of  a 
disastrous  war,  of  course,  silver  might  depreciate  in 
terms  of  gold.  The  amount  of  this  depreciation,  how¬ 
ever,  would  not  depend  upon  the  low  intrinsic  value  of 
the  silver,  but,  as  in  the  case  of  paper  money,  entirely 
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upon  the  credit  of  the  government.  Indeed,  only  the 
experience  of  an  all-destructive  catastrophe,  (assuming 
no  increase  in  the  amount  of  silver  money  in  circulation) 
could  send  gold  to  a  premium  of  100  per  cent.,  while 
silver  itself  fell  to  one-half  its  original  value  in  terms  of 
gold.  In  any  such  most  calamitous  event,  moreover, 
paper  would  undoubtedly  be  made  legal  tender  and 
forced  into  circulation  ;  so  that  the  silver  currency  would 
be  worth  at  least  as  much  as  the  paper.  For  the  rest,  I 
am  heartily  iu  favor  of  a  recoiuage  of  silver  which  .shall 
le.sscu  the  overvaluation  of  silver  money  by  a  change  of 
the  mint  ratio. 

The  silver  held  by  the  banks  need  not,  however,  be 
regarded  as  security,  for  the  simple  gold  reserve  of  itself 
alone,  both  in  the  Imperial  Hank  of  Oermany  and  in  the 
Bank  of  France,  has  been  .shown  above  to  be  more  than 
sufficient.  In  the  Imperial  Bank  of  Germany  it  equals 
y?y  of  the  note  circulation,  and  in  the  Bank  of  France 
while  formerly  a  reserve  of  one-third  the  note  circulation 
was  thought  sufficient. 

Again,  I  have  spoken  of  a  “  natural  ”  price  with 
reference  to  silver ;  and  further  of  the  possibility  that 
silver  may,  through  a  rc-c.stablishmeut  at  some  time  in 
the  future  of  au  equality  between  its  lessened  consump¬ 
tion  and  its  le.s.scned  protluction,  come  again  to  have  a 
comparatively  fixed  “natural”  price,  say  of  27  pence 
per  ounce.  To  all  this  Dr.  Arcndt  makes  great  excep¬ 
tions.  There  is,  he  believes,  no  other  guarantee  against 
tremendous  fluctuations  in  the  price  of  silver  than  that 
found  in  the  provision  made  under  a  double  standard 
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for  a  parity  of  exchange  of  the  two  metals.  By  the  term 
“  natural  ”  price,  when  that  term  is  applied  to  silver,  I 
personally  understand  what  the  term  signifies  when  ap¬ 
plied  to  iron  or  copper  ;  namely,  that  price  which  results 
from  customary  conditions  of  production  and  consump¬ 
tion  without  the  aid  of  an  artificially  established  legal 
valuation  in  terms  of  gold,  and  aSo  certainly  without 
any  sudden  and  great  annihilation  ot  the  existing  demand. 
No  such  constriction  in  the  consumption  of  silver  as  has 
already  resulted,  from  the  closing  of  the  Indian  mint  and 
from  the  discontinuance  of  American  silver  purchases, 
is  at  present  at  all  likely  to  take  place  from  any  further 
legislative  action ;  for  neither  China  nor  Mexico  arc  in 
a  position  to  adopt  a  gold  standard.  Therefore  the  con¬ 
ditions  exist  for  a  natural  determination  of  the  price  of 
silver.  Under  these  conditions  that  price  certainly  will 
not  rise  much  above  30  i^ence ;  that  it  may  not  fall 
below  27  pence,  however,  I  have  never  contended.  Rather 
I  have  put  aside  all  prophesying  and  have  preferred  to 
await  further  developments  in  India.  Assuming  that 
India  really  continues  to  demand  bar  silver  at  the  rate 
she  has  hitherto  done — although  this  would  .seem  to 
me  very  remarkable — I  believe  it  altogether  prob¬ 
able  that  the  price  of  silver  would  not  actually  rise 
above  30  nor  fall  below  25  pence,  in  the  ab.scncc  of 
further  lcgi.slative  action.  Should  bimetallism,  contrary 
to  every  probability,  win  the  day,  naturally  the  price  of 
silver  would  ri.se  directly  to  60  pence;  but  in  that  event 
production  would  take  place  under  quite  altered  condi¬ 
tions.  Here  I  entirely  di.ssent  from  Dr.  Arendt’s  purely 
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subjective  opposing  views,  and  elsewhere  I  have  given 
the  grounds  for  my  dissent. 

Above  all  Dr.  Arendt  accuses  me  with  having  from 
time  to  time  completely  changed  my  veiws  on  the  ques¬ 
tion  of  a  monetary  standard, — a  course  of  action  which 
he  thinks  is  not  likely  to  increase  that  respect  for  the 
precepts  of  objective  science  peculiar  to  Germans.  I 
was  at  first  a  pronounced  advocate  of  the  gold  standard  ; 
then  I  became  just  as  pronounced  an  advocate  of  bi¬ 
metallism  ;  then  a  bimetallist  only  “  in  principle  ” ;  I 
have  since  tried  every  variety  of  opinion,  and  may  just 
now  be  set  down  as  a  gold  standard  man.  In  no  great 
while,  however,  I  shall  become  once  more  a  pronounced 
bimetallist.  The  explanation  lies  in  the  view  which  I 
take  of  the  monetary  problem  ;  I  hold  that  problem  to 
be  preponderatingly  statistical  in  its  nature,  and  depen¬ 
dent  upon  the  arbitrement  of  figures,  especially  the 
figures  of  production.  Looking  at  the  matter  as  I  do,  I 
am  able  not  only  to  assent  to  this  last  accusation,  but  I 
must  even  regard  it  as  complimentary.  I  have  always 
considered  Political  Economy  a  purely  experimental 
science,  in  which  matters  of  fact  alone  have  a  finally  de¬ 
termining  influence,  and  in  which  the  theory’  supplies 
only  an  abstract  synthetic  generalization  of  obser\’ed 
phenomena.  .\t  the  time  of  the  Gennan  monetary  re¬ 
form  and  solely  with  reference  to  Germany,  I  strongly 
favored  the  adoption  of  a  gold  standard ;  but  I  have 
never  allowed  my  fancy  to  revel  in  the  conception  of  a 
world-wide  adoption  of  the  gold  standard.  Rather  in 
1873,  even  before  the  promulgation  of  the  currency  law 
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of  that  year,  I  publicly  declared  the  fears  which  I  then 
entertained  wnth  reference  to  the  depreciation  of  silver 
which  might  follow  the  supplanting  of  that  metal  at  the 
mint.  As  these  fears  were  confirmed  by  the  course  of 
events  before  the  end  of  the  year,  I  began  then  to  inter¬ 
est  myself  theoretically  in  the  idea  of  an  international 
double  standard.  The  idea  had  been  familiar  to  me 
some  time  previous  to  Cernnschi’s  earliest  publications. 
If  I  mistake  not,  I  had  first  become  familiar  with  it 
through  the  operations  of  Dutch  Monetary  Commission 
in  1872.  I  am  forced  to  believe  that  Dr.  Arendt,  who  is 
in  a  way  a  student  of  mine,  first  had  his  attention  called 
to  bimetallism  by  me.  He  is  able  also  to  bear  me  wit¬ 
ness  that  at  the  time  when  he  read  to  me  the  manuscript 
of  his  book  on  an  international  double  standard,  I  ob¬ 
served  throughout  an  unequivocally  sceptical  reserve, 
and  in  particular  that  I  would  not  at  all  consider  the 
projxisition  that  Germany  alone  should  adopt  a  bimetal¬ 
lic  system, — a  proposition  which  for  that  matter  Dr. 
Arendt  did  not  him.self  favor  in  this  his  first  publication. 
In  my  “  Discussions  of  the  Monetary  Problem  ”  (  “  Ihdr- 
terungen  fiber  die  Wiihrnngsfrage  ”  ),  1881,  I  first  took 
up  the  bimetallic  line  of  argument,  and  there  followed 
it  out  further  than  I  have  done  in  any  other  place. 
Nevertheless,  even  there  I  confined  my.sclf  to  a  practical 
consideration  of  the  question,  whether  bimetallism 
would  be  an  altogether  irrational  proposition  under  the 
supposition  made.  Irrational,  that  is,  “  provided  the 
Imperial  (German)  Government,  while  it  did  not  actively 
proceed  with  the  reestablishment  of  the  double  standard. 
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nevertheless  gave  assurance  to  those  states  for  which 
this  reestablishment  was  a  matter  of  very  pressing 
interest  at  the  time,  or  destined  in  the  near  future  to  be¬ 
come  so,  and  particularly  to  France, — that  for  itself  it 
had  no  intention  of  taking  any  financial  advantage  of 
other  states  which  might  make  an  attempt  to  introduce 
bimetallism,  nor  any  intention  of  embarrassing  such  an 
attempt  through  a  resumption  of  the  sales  of  silver ;  and 
the  further  assurance  that  it  would  on  the  other  hand 
favor  any  such  attempt,  and  would,  in  case  these  countries 
should  resume  the  coinage  of  silver.,  engage  definitely  to 
retain  the  silver  money  then  current  within  the  country. 
It  would  be  more  conformable  to  the  further  progress 
and  positive  realization  of  the  monetary  reform  under¬ 
taken,  if  thalers  might  be  recoined  into  four-mark 
pieces  of  full  legal  face  value  under  the  ratio  of  i  :  15^.” 
At  the  bimetallic  congress  held  at  Cologne,  1882, 1  next 
advocated  some  such  restricted  cooperation  of  Germany, 
but  only  on  the  condition  that  England  should  adopt 
similar  measures.  .•\t  the  same  time  I  declared  it  to  be 
in  the  highest  degree  improbable  that  England  should 
join  any  federation  of  states  for  the  maintenance  of  the 
double  standard  ;  and  on  the  other  hand  I  spoke  outright 
against  any  action  on  the  part  of  Germany  unsupported 
hy  England. 

Theoretically  I  have  always  been  of  the  opinion  that 
an  universal  adoption  of  bimetallism  might  exercise  a 
very  far  reaching  influence  in  maintaining  gold  and  sil¬ 
ver  with  some  degree  of  permanency  at  a  fixed  parity. 
No  system  of  bimetallism,  however,  could  neutralize  in- 
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definitely  great  changes  in  the  amount  of  the  two  metals 
produced.  The  experience  of  the  twelve  years  from 
1848  to  1859  proves  this  to  be  true.  During  this  perio<l 
the  price  of  silver  in  London  rose  from  59^  pence  to 
62yg^  pence,  or  4.3  per  cent.,  and  that,  too,  although  the 
French  double  standard  was  at  the  time  in  full  opera¬ 
tion,  and  working  to  keep  the  two  metals  relatively  to 
one  another  xmchanged  in  value.  The  ri.se  in  the  price 
of  silver  was  due  solely  to  the  incrca.sed  production  of 
gold.  But  for  the  working  of  the  French  double  stan¬ 
dard  the  rise  in  price  might  have  amounted  perhaps  to 
10  per  cent,  or  even  more.  The  double  standard,  how¬ 
ever,  could  only  work  to  prolong  the  period  required  for 
the  change  in  values  to  become  manifest,  it  could  not 
prevent  the  change  from  eventually  taking  place  ;  and 
if  in  the  sixties  the  great  development  in  American  .sil¬ 
ver  mining  had  not  occurred,  the  premium  on  silver  in 
Paris  would  have  risen  higher  and  higher.  Dr.  Arendt 
will  not  care  to  maintain,  however,  that  any  such  change 
in  the  production  of  the  two  precious  metals  will  take  place 
in  the  future,  as  occurred  twice  in  the  period  from  1848 
to  1870, — both  times  by  good  fortune  advantageously  for 
the  further  maintenance  of  the  French  ratio;  since  lie 
assumes  that  a  lasting  and  real  decline  in  the  production 
of  gold  will  appear  in  the  course  of  a  few  decades. 

The  figures  stating  the  production  of  gold  and  .silver 
year  by  year  down  to  1881,  were  such  that  a  permanent 
re-establishment,  through  a  general  bimetallic  league,  of 
the  gold  ratio,  appeared  theoretically  to  be  quite  possible, 
provided  these  figures — for  1881,  450,00x5,000  marks 


The  Presejit  Monetary  Situation.  277 

($112,500,000)  for  gold,  and  466,000,000  marks  ($116,- 
500,000)  for  silver  according  to  its  former  value — should 
not  too  greatly  change.  The  great  Comstock  silver 
veins  in  Nevada  were  almost  completely  worked  out, 
and  it  seemed  improbable  that  any  further  increase  in 
the  production  of  silver  should  take  place ;  rather  it 
seemed  probable  that  a  lessening  of  that  production 
might  be  experienced.  That  was  a  misconception  which 
*  I  have  had  to  correct  from  the  subsequent  course  of  events. 
vSo  far  as  concerned  my  position  with  regard  to  practical 
bimetallism  this  error  was  of  no  consequence,  since  I 
had  made  no  other  proposition  than  that  Germany 
.should  retain  her  silver  thalers ;  and  this  I  still  favor,  of 
course  on  condition  that  the  silver  be  recoined  accord¬ 
ing  to  a  better  standard. 

With  the  unremitting  increase  in  the  production 
of  silver  it  soon  became  evident  to  me  that  the  ratio 
of  could  not  be  permanently  maintained  through 

the  agency  of  any  bimetallic  league,  however  great. 
In  1882,  therefore,  I  put  forward  the  ratio  1:18  (see 
my  account  in  Schmoller’s  Jahrbuch  of  the  congress 
held  at  Cologne),  and  in  the  following  year,  thinking 
this  ratio  probably  too  visionary,  I  set  it  lower  still. 
That,  however,  was  not  in  any  sense  at  all  a  constant 
shifting  of  iny  point  of  view.  New  conditions  de¬ 
manded  that  a  new  answer  be  made  to  the  old  question  : 
“Under  the  present  conditions  of  production  of  the  two 
precious  metals,  what  ratio  can  be  approximately  main¬ 
tained  by  a  bimetallic  federation  ?”  Since  I  believed 
experience  taught  that  the  influence  which  conditions 
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of  production  have  over  values  is  only  lessened  and 
protracted,  not  annulled,  through  the  working  of  the 
double  standard  system,  it  followed  as  a  matter  of  course 
that  I  mxist  set  the  value  of  silver  relatively  to  gold  year 
by  year  lower  as  the  production  of  silver  increased.  At 
the  same  time  the  question  naturally  became  more  and 
more  theoretical,  and  the  possibility  of  making  a  practical 
trial  of  bimetallism  grew  less  and  less. 

Already  in  1882,  I  had  pointed  out  the  improbability 
of  an  international  combination  being  consummated, 
and  in  the  years  following  I  insisted  upon  this  improlv 
ability  more  and  more  strenuously.  More  especially 
I  declared  with  absolute  assurance  that  England  would 
never  enter  into  a  bimetallic  system  which  should  imder- 
take  to  maintain  the  old  ratio.  Naturally,  I  could  not 
foresee  that  the  production  of  silver  would  reach  the 
colossal  sum  which  it  actually  attained  in  1893.  I  did 
not,  however,  deny  the  possibility  of  its  doing  so.  Dr. 
Arendt,  on  the  other  hand,  continually  prophesied  the 
end  of  this  increased  silver  producing,  and  in  1886  con¬ 
sidered  a  production  of  600,000,000  marks  ($150,000,000) 
reckoning  silver  at  its  former  value,  the  c.xtreme  maxi¬ 
mum  conceivable.  As  a  matter  of  fact,  however,  it  rose 
in  1893  to  900,000,000  marks  ($225,000,000),  and  would 
have  risen  to  1,000,000,000  marks  ($250,000,000),  if 
silver  had  been  brought  back  to  its  former  value. 

In  opposition  to  those  monometallists  who,  on  theo¬ 
retical  grounds,  consider  bimetallism  a  pure  madne.ss,  I 
have  always  felt  di.spo.scd  myself  theoretically  to  favor 
the  system.  I  have,  however,  never  been  a  “  pro- 
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nounced  ”  bimetallist,  as  regards  the  practical  adoption 
of  that  system,  since  I  have  never  advocated  Germany’s 
taking  the  initiative  in  that  adoption,  nor  recommended 
that  Germany  should  on  general  principles  give  up  her 
gold  standard.  On  the  contrary,  I  have  always  declared 
that  the  other  states  had  all  of  them  a  greater  interest  in 
the  question  than  had  Germany,  and  I  have  always  insist¬ 
ed  that  Germany  shoTild  do  nothing  without  England.  I 
have,  however,  from  the  beginning  entirely  dissented 
even  theoretically  from  a  certain  opinion  of  vital 
significance  which  has  come  to  have  a  widespread  ac¬ 
ceptance  among  bimetallists.  Though  I  have  been  will¬ 
ing  to  grant  that  there  might  come  about  in  the 
future  a  dearth  of  gold,  and  iii  general  that  there  might 
not  be  at  hand  a  quantity  of  gold  sufficient  to  make 
possible  the  introduction  of  the  gold  standard  in  all 
lands  throughout  the  world,  I  have,  nevertheless,  every¬ 
where  emphatically  denied  that  the  decline  in  general 
prices  of  commodities,  which  has  taken  place  since  1874, 
is  due  to  au  appreciation  of  gold  alleged  to  be  actually 
e.xistiug  and  increasing.  Dr.  Arendt  also  opposed  this 
view  for  a  long  time.  He  first  unequivocally  espoused 
the  notion  that  there  already  existed  an  appreciation  of 
gold,  at  the  time  when  the  production  of  gold  began 
once  more  to  revive  and  went  on  increasing  year  by  year. 

Dr.  Arendt  quite  deceives  himself  if  he  believes  that 
I  shall  turn  bimetallist  again.  I  have  nothing  to  say 
against  the  proposition  that  Germany  in  agreement  with 
other  states  make  certain  concessions  to  silver,  but  I 
shall  never  favor  the  entrance  of  the  German  Empire 
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into  a  purely  bimetallic  league.  Such  a  step  I  have 
never  in  general  regarded  permissible  except  on  the 
assumption  of  conditions  which  cannot  in  fact  be 
realized.  It  is,  however,  qitite  conceivable  that  I  may 
again  say  some  time  :  “  Under  the  present  conditions 

of  production  a  bimetallic  league  might  be  able  to  re¬ 
establish  a  ratio  of  i ;  iS'A-''  If  for  example  the  pro¬ 
duction  of  silver  should  not  rise  above  900,000,000 
marks  ($225,000,000)  in  spite  of  the  reestablishment  of 
the  old  ratio,  while  the  production  of  gold  rose  to  the 
neighborhood  of  1,000,000,000  ($225,000,000),  then  per¬ 
haps  the  necessary  conditions  would  be  fulfilled,  and  the 
above  proposition  theoretically  justified.  I  should  not, 
however,  even  then  favor  the  positive  realization  of  bi¬ 
metallism,  since  under  these  conditions  such  a  system 
would  lead  to  an  irremediable  inflation,  and  would  per¬ 
manently  burden  the  community  with  a  great  surplus 
increase  in  the  medium  of  exchange  in  itself  unneces¬ 
sary  and  pernicious.  iVIeanwhilc,  the  above  .suppositions 
are  on  both  sides  in  the  highest  degree  improbable. 
More  especially  the  production  of  gold  could  ri.se  to  such 
a  height  only  very  temporarily — a  statement  Dr.  Arendt 
will  be  the  last  person  to  deny. 

If,  now,  all  rational  probabilities  to  the  contrary  not¬ 
withstanding,  a  bimetallic  league  comprising  Germany 
should  be  consummated,  the  observ’ation  of  the  impor¬ 
tant  consequences  which  might  then  be  expected  to  fol¬ 
low  would  be  for  me  a  matter  of  highest  scientific 
interest.  New  enactments,  the  unwise  in  a  higher  de¬ 
gree  perhaps  than  the  wise,  in  Political  PIconomy  take 
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the  place  of  experiments,  and  science  is  bound  to  make 
the  greatest  possible  use  of  such  opportunities,  in  order 
to  induce  new  propositions  concerning  the  interdepend¬ 
ence  of  scientific  phenomena.  An  experiment  in  bi¬ 
metallism,  however,  would  surely  be  a  vivisection  per¬ 
formed  on  the  body  politic,  which  might  prove  to  be 
ominous  in  its  consecinences  throughout  the  whole  social 
organism.  Therefore,  putting  aside  all  the  scientific  in¬ 
terests  involved,  out  of  consideration  for  the  general 
welfare,  I  feel  it  necessary  most  earnestly  to  give  warn¬ 
ing  before  the  experiment  is  undertaken.  In  foolhardy 
temerity  such  an  experiment  would  hardly  find  its  par¬ 
allel. 


